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MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, Ill. 


A service organization maintained by the Mill Mutuals. 
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THIS MONTH 
» 


OW descends upon us a flood of 
material from three major con- 
ventions—Chamber of Commerce of 
the United States, American Manage- 
ment Association, and the National 
Fire Protection Association ® Proceed- 
ings of any one of these sessions could, 
and will, fill a sizable book. Here we 
must content ourselves with high spots, 
of course, but it has been difficult to 
decide how to summarize so much good 
copy. ® Attendance at such meetings 
brings one to the conclusion that the 
business world is forward looking, and 
is alert to grapple with its problems. 
And we have tried to make our brief 
digest of the various speeches and 
conferences reflect the earnest spirit 
which was evident at Washington and 
at Atlantic City ® There is variety 
enough in this issue for any reader and 
we trust you will enjoy it. For specific 
mention of subjects we must refer you 


to the adjoining column. 


NEXT MONTH 
« 


THER convention preliminaries 
and stirrings of possible big news 

as an aftermath of recent national de- 
velopments look toward a striking June 
issue. More articles, too, along educa- 
tional lines and many current items of 
what's what everywhere will round out 


the number. 


























Photo by Harris & Ewing 












































JAMES S. KEMPER 


President: 


Chamber of Commerce of the United States 
Lumbermens Mutual Casualty Company 
National Retailers Mutual Insurance Company 
Federal Mutual Fire Insurance Company 
Glen Cove Mutual Insurance Company 


Lumbermens & Manufacturers Mutuals 


























SPEIRS ith oes 


Si i gift 


ee 








w 

is 
b 

& 


Baas: seen 





iS bboy. 


en 


EDITORIALLY 
WE SAY«cu 




















S A faithful veteran observer of the habits and 
A antics of that interesting individual known as the 
stock insurance agent this department has become 
greatly interested in the newest project with which so 
many of the stock insurance producers are nowadays 
concerning themselves. The project is the education of 
the agent in some of the intricacies of his own business, 
and is being carried on in a variety of ways; the most 
popular seems to be the staging of three-day “insur- 
ance short courses” in cooperation with one or another 
of the state universities, with the state agents’ associa- 
tions serving as sponsors. 

Those readers who think that the purpose of this 
piece is to hold up to ridicule either such courses or 
the stock insurance agent, by conjuring up a picture of 
him as a schoolboy trudging off to classes with slate 
and booksack under his arm, will be disappointed. The 
purpose of these lines is merely to discuss some of the 
aspects of the new-born stock agent interest in educa- 
tion, and to speculate upon its future. This department 
thinks that educating stock insurance agents in the de- 
tails of the insurance business is a very good idea, and 
something that should have been done long ago. The 
agent who has some real knowledge of insurance to 
impart to the prospective policyholder will, doubtless, 
be inclined to talk sense in meeting competition, and 
will not be tempted to waste the time of the public in 
passing on samples of the rather juvenile propaganda 
which has for some years passed as stock insurance 
sales promotion. 

Perhaps the most interesting question in connection 
with the sudden interest of the stock insurance agents 
in education with a capital “E” is how the project 
started. Obviously the need for such a program did 
not strike the agents simultaneously, and as a result of 
their own thinking on the subject. Like most other 
projects it was doubtless called to their attention, more 
or less subtly, by the companies the agents represent, as 
the only logical approach to the growing problem of 
meeting competition. 

Anyone who is a steady reader of the insurance trade 
press will note that the subject most widely discussed 
at insurance conventions recently has been education, 
the necessity for teaching the agent enough about his 
business to permit him to render to the insurance-buy- 
ing public that service upon which stock insurance is 
being forced to lean ever more heavily. 


A year ago, and two years ago, the insurance con- 
vention talk was all concerning public relations. When- 
ever two agents got together one of them could be de- 
pended upon to make a speech stressing the necessity 
for better public relations for stock insurance, and the 
fact that few if any of the agents knew anything about 
the technical side of the public relations business did 
not prevent them from making a great many statements 
about what should be done. Sufficient interest was 
aroused to lead the company associations—such as the 
National Board of Fire Underwriters and the Associa- 
tion of Casualty and Surety Executives—to bring out- 
side publicity experts into the somewhat sketchy public 
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relations departments they had been maintaining, and 
to listen to the recommendations which the experts be- 
gan to make as soon as they had settled themselves into 
their jobs. 

The experts seemed to realize at once that the agent 
was the individual whose relations with the public had 
to be polished up a bit, for under the stock insurance 
setup the agent is the only representative of insurance 
who has more than casual contact with the public. The 
recommendation that he should attempt to learn more 
about his business was dinned so unremittingly into 
the agent’s ear that before long he began to be con- 
vinced that education was what he needed, and the ex- 
perience of the first of the “insurance short courses” 
made it rather evident that a little education would not 
hurt the average agent a bit. From these beginnings the 
“insurance short course,” in cooperation with state uni- 
versities, has now grown to be one of the really major 
concerns of the agents’ organizations, and there is 
every indication that over the course of the next few 
years participation in the program will become very 
widespread. 


As a public relations device the program is an ideal 
one for the stock insurance companies, as distinguished 
from the agents. The clamor for better public relations 
came in greatest volume from the agents originally, and 
putting the responsibility back upon the agents for the 
success of a public relations program centering about 
agent education frees the companies of the possibility 
that the program might be criticized by the agents. The 
companies are having enough public relations trouble 
in such situations as the Missouri bribery matter to 
keep them well occupied. 


HAT changes will be made in the “insurance short 

course” program as its practical operation reveals 
flaws is very likely. At the present time such schools 
are little more than sales meetings, and the chief thought 
of the associations sponsoring them seems to be the 
instructing of the agent in the newest wrinkles for en- 
ticing premium dollars from the public’s pocket. The 
more intelligent agents seem to be imparting to their 
less able colleagues the information which they have 
picked up on the firing line. 


One change which must come, if the universities are 
to continue their cooperation, is the giving of a little 
consideration in the courses to the insurance-buying 
public. The average stock insurance agent, for all his 
protestations of concern for the policyholder, is in 
reality not much interested in him save as a source of 
premiums. The agent conceives his own position as 
one in which his interest is neither that of the public 
nor the company; he is required to fight the prospect 
to force him to purchase insurance, and to fight the 
company to maintain the perquisites of his position. 

The company itself is likely to be much more con- 
cerned with the policyholder’s welfare than the agent is. 
Top executives of mutual insurance companies realize 
that the policyholders as a group are the company, and 
that their welfare must be paramount. The more in- 
telligent stock company officials also realize that the 


(Continued on next page) 
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policyholders constitute the com- 
pany, despite the fact that they do 
not have a legal right to participate 
in its management, and that their 
rights must be safeguarded even at 
the expense of the agents. Legisla- 
tion and regulations which tend to 
cost the policyholder money are not 
often sponsored by insurance compa- 
nies. It is the organized agents who 
seek countersignature laws and en- 
actments of that type, with the ob- 
jective of protecting their own wel- 
fare at the public expense. 

Eventually the stock insurance 
agent is going to understand that 
there is little logic in the role which 
he thinks he is playing—the protec- 
tor of the public from the compa- 
nies. There is coming to be more 
and more a community of interest 
between the public and the compa- 
nies, and less and less reason for the 
agent to attempt to fight either one 
of them. 

The ideal school for insurance 
agents would be, it seems to this de- 
partment, one which would draw its 
enrollment from a number of states, 
and would thus be able to attract a 
really able faculty. A good deal of 
the curriculum should be devoted to 
discussion of insurance fundamen- 
tals, under the guidance of real ex- 
perts, as distinguished from the mere 
imparting of sales tricks of the trade 
by the more successful agents. Above 
all the discussions should be upon 
the broad basis of the public welfare, 
rather than upon the admittedly im- 
portant question of how the agent 
can best his competitors and increase 
his income. 9 @» @ 


James A. Gremillion Louisiana 


Ex-Officio Commissioner 

JAMES A. GREMILLION OF CREWLEY, 
RECENTLY ELECTED SECRETARY OF 
State and ex-officio insurance com- 
missioner of Louisiana, has taken 
office. He succeeds E. A. Conway, 
Jr., who was appointed to fill out 
the unexpired term of his father fol- 
lowing the latters death early this 
year. 

Mr. Conway has now been named 
to the Louisiana Casualty & Surety 
Rating Commission to succeed A. P. 
White. > a as 


Former Commissioner 


Tarver Dies 

JUDGE W. A. TARVER, FORMER LIFE 
INSURANCE COMMISSIONER FOR THE 
State of Texas, died recently at his 
Corsicana, Texas, home. At the time 
of his death Judge Tarver was a spe- 
cial attorney for the Department of 
Justice. 
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Items Concerning What Is Going 
On In The Insurance World 


Miscellany 

THERE ARE MORE DOCTORS PER 100,- 
000 POPULATION IN THE UNITED 
States than in any other nation — 
There are today more than 600 high 
schools in the United States which 
have adopted actual driving instruc- 
tion on the road as part of the cur- 
riculum — Last year the Metropoli- 
tan Life Insurance Company paid to 
its policyholders $604,825,898 or $5,- 
023 per minute of each business day 
— Scientific research by University 
of Chicago doctor reveals that a per- 
son’s brain never rests from the time 
he is born until after he dies — Four 
out of five adult pedestrians killed in 
traffic lose their lives between 5:00 
P.M. and 1:00 A.M. — Accidents, 
poor work, waste of material, loss 
of time and curtailed output, caused 
by defective sight, cost American in- 
dustry $50,000,000 yearly — 58 per 
cent of the proposed trunk line to 
Panama City, the inter-American 
highway, is now open to traffic the 
year ‘round. 


Prohibits Acceptance 
of Deposit 


IN RESPONSE TO A REQUEST FROM 
SUPERINTENDENT ‘OF INSURANCE 
John A. Lloyd of Ohio, Attorney Gen- 
eral Thomas J. Herbert has issued an 
informal opinion dealing with the au- 
thority of the Superintendent to ac- 
cept from a domestic accident and 
health insurance company security in 
addition to the bond deposited by such 
company in conformity with the gen- 
eral code of the state. The opinion 
follows in part: 

“I find no provision in the statutes which 
would authorize the Superintendent of In- 
surance to accept such additional deposits 
and if the same were made it would be 
without any authority in law. It is a well 
settled principle of law in this state that 
administrative boards and public officers 
have only such powers as are expressly 
granted to them by law, together with such 
implied powers as are necessary to carry 
out the expressed powers. See Bentley v. 


Pierce, 96 O. S. 44; Jones v. Commis- 
sioners, 57 O. S. 189; Peter v. Parkinson, 
83 O. S. 36; State ex rel. Locher v. Men- 


ning, 95 O. S. 97. Since there is no statute 
authorizing you to accept such additional 
security, if you were to do so such accept- 
ance would be entirely extra legal. By 
reason of Section 154-14, General Code, 
you are required to give bond for the 
faithful performance of your duties and it 
would seem to me that any such additional 
security which you might accept would not 
be protected by your bond or by the bond 
of any of your successors in office. In 
other words, if you were to accept this 
deposit :t would have to be considered as 
done in your individual capacity and not 
as an officer of the state. 


“I therefore advise you specifically that 
you have no authority as Superintendent 
of Insurance to accept the proposed de- 
posit.” 


Important New Moves In 


Missouri Compromise 

ATTEMPTING TO REGAIN SOME $8,- 
000,000 IN PREMIUMS REIMPOUNDED 
by a three-judge Federal Court in 
Kansas City seems likely, to judge 
from most recent developments, only 
one of the legal problems to be faced 
by the stock fire insurance companies 
which were involved in the Missouri 
rate compromise of 1935. 


On May 20 United States Circuit 
Judge Kimbrough Stone spoke for 
this court in ordering United States 
District Attorney Richard K. Phelps 
of Kansas City to prepare the plead- 
ings and citations necessary to cite 
for contempt of court Thomas J. 
Pendergast, R. E. O’Malley, A. L. 
McCormack, and possibly others. He 
also instructed Phelps to present to 
the Federal Grand Jury which meets 
on June 24 information concerning 
the rate compromise case. 


Earlier, on May 7, the Supreme 
Court of Missouri announced in a 
sharp opinion that it has jurisdiction 
over the question of whether 123 
stock fire insurance companies — 
essentially those involved in the Fed- 
eral matter — should be ousted from 
Missouri for having bribed a public 
official. This was a preliminary move 
in the quo warranto proceedings in- 
stituted a year ago by Missouri At- 
torney General Roy McKittrick. 

Since last summer, when a number 
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of leading stock fire insurance execu- 
tives testified that they had no knowl- 
edge that money contributed by them 
was being used as a bribe to effect 
the rate compromise, the belief had 
been held widely that determination 
of the ownership of impounded pre- 
miums would be the only legal battle 
confronting the companies, and that 
this would be a complex but largely 
routine affair. The new developments 
indicate the possibility that the com- 
panies may be ousted or fined by the 
state court, and that some of the in- 
surance executives involved may be 
indicted or held in contempt of the 
Federal Court. 

Of the three individuals named to 
be cited for contempt two have al- 
ready been sentenced to Leavenworth 
Penitentiary for having failed to list 
in Federal income tax returns the 
funds which they confessed having 
received from the late Charles R. 
Street of Chicago, who handled the 
rate litigation in Missouri for the 
stock fire insurance companies. They 
are Thomas J. Pendergast, former 
Kansas City political power, and R. 
E. O’Malley, who was Missouri Su- 
perintendent of Insurance at the time 
the rate compromise agreement was 
effected. The third, A. L. McCor- 
mack, is a St. Louis insurance agent 
who served as the go-between for 
Pendergast and Street in the pay- 
ment of the bribe money. His testi- 
mony is regarded as having furnished 
the information upon which Pender- 
gast and O’Malley were indicted last 
year; McCormack was not indicted. 


In passing sentence on the income 
tax charges a year ago the Federal 
Court ordered Maurice M. Milligan, 
then United States District Attorney 
at Kansas City, to attempt to deter- 
mine whether there had been acts in 
connection with the compromise 
which required citation for contempt 
of court. Milligan has since resigned 
to contest for the Democratic nomi- 
nation for United States Senator 
from Missouri. 

An extensive investigation of the 
circumstances surrounding the mak- 
ing of the rate compromise, and of 
the turning over to Street of large 
sums of “expense money” in connec- 
tion with it by high executives of a 
number of major stock fire insurance 
companies, was made last summer by 
Paul Barnett, sitting as a special 
master for the Federal Court. He 
held hearings in a number of cities, 
and several months ago made his re- 
port to the three-judge tribunal; it 
was simply an indexing and analysis 
of the testimony he had taken, and 
offered no conclusions. 
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In ordering the preparation of cita- 
tions for contempt Judge Stone as- 
serted: “there are grounds to believe 
a very gross imposition and fraud 
has been perpetrated on this court 
by at least Pendergast, O’Malley, 
and McCormack. And there may be 
others.” The question of disburse- 
ment of the approximately $8,000,- 
000 in impounded premiums which 
the court forced the companies to re- 
turn to its custody a year ago was 
taken under advisement. 

The opinion of the Missouri Su- 
preme Court in holding that it has 
jurisdiction in quo warranto proceed- 
ings to oust the companies from the 
state was characterized in newspaper 
dispatches as “one of the sharpest 
worded to come out of the court in 
months”. In referring to the com- 
panies it stated in part: “In short, 
on their plea to jurisdiction, they 
stand on the proposition that the 
Attorney General’s claim is that they 
only bribed O’Malley once. . . . 
When there has been a flagrant, in- 
excusable, malicious violation of its 
criminal laws, does the State have 
to wait until the parties do it again? 
We will not hold that this State is so 
powerless to protect its citizens and 
the public welfare. On the contrary 
we hold that once is enough (and 
too much) if the act is a clear in- 
excusable violation of our criminal 


laws.” 
Thompson Named to N.A.I.C. 
Committees 


INSURANCE COMMISSIONER SETH B. 
THOMPSON OF OREGON HAS BEEN AP- 
pointed to succeed his predecessor 
Hugh H. Earle on the following com- 
mittees of the National Association 
of Insurance Commissioners: Group 
hospitalization and medical service; 
life; taxation; and valuation of se- 
curities other than real estate. 

Commissioner Jess G. Read of Ok- 
lahoma, secretary of the Association, 
in making the announcement, also 
stated that M. J. Harrison of Arkan- 
sas had been named to succeed Mr. 
Earle as vice president of the com- 
mittee on taxation. 


George M. Gray Honored 


GEORGE M. GRAY, SECRETARY OF THE 
OHIO HARDWARE MUTUAL INSURANCE 
Company of Coshocton, Ohio, was 
honored at a dinner party, given by 
W. J. Perryman of Crowe-Perryman, 
general agents, at the Birmingham 
Country Club in Birmingham, Ala- 
bama, on May 16. 
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Hospitalization Plan Subject 


to Franchise Tax 


NONPROFIT HOSPITAL SERVICE COR- 
PORATIONS ORGANIZED AND OPERATED 
under the laws of Ohio are insur- 
ance companies within the meaning 
of the franchise tax provisions of the 
General Code and are subject to the 
levies thereunder according to an 
opinion recently handed down by 
Attorney General Thomas J. Herbert 
to Superintendent of Insurance John 
A. Lloyd. The opinion was re- 
quested when a question arose as to 
the duty of the Superintendent of 
Insurance in connection with the col- 
lection of such taxes from nonprofit 
hospital service corporations. 


Installment Premiums Subject 


of Ruling 


A NEW REGULATION COVERING THE 
ADMISSION OF UNPAID PORTIONS OF 
installment premiums, other than life, 
as an admitted asset for statement 
purposes has been issued by Super- 
intendent Louis H. Pink of New 
York. Superseding regulation No. 
13, dated December 26, 1939, the 
new ruling known as No. 13-A reads 
as follows: 


“1. In any statement, annual or quar- 
terly, by any insurer, or in any other 
determination of the financial condition 
of an insurer, installment premiums, 
other than life insurance premiums, 
which are recorded on the books of the 
insurer and on which the appropriate 
unearned premium reserve is charged as 
a liability, shall be deemed an admitted 
asset in an amount equal to the unpaid 
balance of such installments at the date 
of determination (less commissions pay- 
able thereon unless a separate liability 
is carried for such commissions), ex- 
cept in either of the following cases: 

“*(a) If any installment of any premi- 
um other than a premium on a policy 
of the kind specified in paragraph (b) 
following has been due and unpaid for 
more than ninety days at the date of 
determination, no unpaid installment of 
such premium shall be allowed as an 
admitted asset. 

“*(b) If any installment of premium 
for any policy or contract of insurance 
or surety bond issued to owners or 
operators of motor vehicles as required 
by the provisions of the vehicle and traf- 
fic laws of this state has been due and 
unpaid for more than 30 days at the 
date of determination, no unpaid install- 
ment of such premium shall be allowed 
as an admitted asset.’ 

“2. The term ‘date of determination’, 
as used in this regulation in reference to 
an annual or other statement of an in- 
surer, means the date of statement. 

“3. Regulation No. 13, dated Decem- 
ber 26, 1939, is hereby withdrawn and 
this regulation, made pursuant to sec- 
tions 21 and 70 of the insurance laws, 
shall take effect as of January 1, 1940.” 
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FIRE 
NEWS ... 


L. A. Jack Heads Maine 
Mutuals 


L. A, JACK, SECRETARY OF THE 
MAINE MUTUAL FIRE INSURANCE 
Company, Lisbon Falls, was re-elec- 
ted president of the Maine Associa- 
tion of Mutual Fire Insurance Com- 
panies at the organization’s annual 
meeting held at Hallowell on May 7. 

Other officers elected for the forth- 
coming year include F, L. Sherman, 
secretary of the Newcastle Mutual 
‘ire Insurance Co., Newcastle, vice 
president; A. L. T. Cummings, sec- 
retary, York Mutual Fire Insurance 
Co., West Buxton, secretary-treas- 
urer; and H. F. McGlauflin, secre- 
tary, Aroostook County Patrons Mu- 
tual lire Insurance Company, Pres- 
que Isle, chairman of the executive 
committee. 

ee @ @ 


Ohio Hardware Agents Meet 


MISSISSIPPI AGENTS OF THE OHIO 
HARDWARE MUTUAL INSURANCE COM- 
pany, Coshocton, Ohio, met at the 
Buena Vista Hotel in Biloxi, Missis- 
sippi, on May 18. Present were out- 
standing agents of Mississippi and 
officials of the company, including 
George M. Gray, secretary; J. G. 
Hanlin, assistant secretary, and W. 
J. Perryman, general agent of the 
company for Mississippi and Ala- 
bama. 
ee @ ® 


Pennsylvania Mutuals 
Prepare for Annual Meeting 


AN UNUSUALLY _ INTERESTING 
THREE DAY PROGRAM HAS BEEN AR- 
ranged for the thirty-fourth annual 
meeting of the Pennsylvania State 
Association of Mutual Insurance 
Companies to be held at Pocohanne 
Lodge, lLutherland, Pennsylvania, 
June 17-19. 

Because of the present wide-spread 
interest in Federal regulation of in- 
surance the address of J. H. R. 
Timanus, secretary of the Philadel- 
phia Contributionship for the Insur- 
ance of Houses from Loss by Fire, 
Philadelphia, Pa., on “State Super- 
vision of Insurance” will be particu- 
larly timely. This address is to be 
delivered at the opening session of 
the convention on June 17th. Other 
matters to be presented at this ses- 
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sion include an address of welcome, 
the President’s annual address, the 
presentation of the annual reports of 
the secretary and treasurer, and the 
appointment of committees. 


“Insurance and Regulation” will 
be the subject of an address by A. V. 
Gruhn, general manager, American 
Mutual Alliance, Chicago, IIL, at 
the June 18 session. Also scheduled 
for presentation at this session are 
addresses by H. H. Snavely, direc- 
tor, Northern Mutual Insurance 
Company, Ephrata, Pennsylvania, on 
“The Assessment Mutuals”; H. 
Winslow Fegley, president, Home 
Mutual Fire Insurance Company, 
Emaus, Pa., on “Advertising”; H. 
Raymond Hagge, Laird-Hagge Com- 
pany, Harrisburg, Pa., on “Special 
Agents”; Henry G. Carpenter, sec- 
retary, City Mutual Fire Insurance 
Company, Lebanon, Pa., on “Look- 
ing Ahead”; Prof. Whinton Powell, 
Cornell University, Ithaca, New 
York, on “Where Will Farms Fires 
Occur in 1940?”; Paul W. Pearson, 
secretary, Penn Mutual Insurance 
Company, West Chester, Pa., on 
“Peculiar and Unusual Losses”; 
Owen Hershey, secretary, Neffsville 
Mutual Insurance Company, Lititz, 
Pa., on “Adjustments of Farm 
Claims”; Dr. Kenneth H. Hunter, 
Asst. Principal Agricultural Econo- 
mist, Farm Credit Administration, 
Washington, D. C.; R. M. Stanton, 
secretary, New York State Central 
Organization of Cooperative Fire 
Insurance Companies, Greenville, 
N. Y.; and Harry P. Cooper, secre- 
tary, National Association of Mutual 
Insurance Companies, Indianapolis, 
Indiana. 


Colonel Matthew H. Taggart, 
Pennsylvania Commissioner of In- 
surance will be honorary guest at 
this session. 


The annual banquet of the Asso- 
ciation will be held at the Pocohanne 
lodge on the evening of June 18th. 

Featured speaker at the final ses- 
sion on June 19th will be FE. S. 
Joseph, Harrisburg, former Deputy 
Insurance Commissioner of the state, 
who will discuss “Theory and Prac- 
tice of Mutual Insurance.”  Ad- 
dresses by C. W. Glover, Counsel, 
American Mutual Alliance, Chicago, 
Illinois, on “Mutual Insurance and 
Its Relations’; Homer W. Teamer, 
secretary-manager, The Insurance 
Federation of Pennsylvania; Frank 
C. Harris, secretary, Briar Creek 
Farmers Mutual Insurance Company 
of Bloomsburg, Pa., on “Mutual 
Problems”; and reports of various 
committees will conclude the conven- 
tion. 


April Fire Losses Lower 

FIRE LOSSES IN THE UNITED STATES 

DURING THE MONTH OF APRIL TO- 
taled $26,657,190, according to pre- 
liminary estimates of the National 
3oard of Fire Underwriters. The 
April total is 1 per cent lower than 
that reported for the same month a 
year ago and 11 per cent less than 
the total for the preceding month. 

Losses for the first four months of 
1940 show an increase of $12,454,364 
or 11 per cent over the corresponding 
period of last year. 

Losses for the entire years of 1938 
and 1939 and for the first four 
months of 1940 are shown in the fol- 
lowing table: 





1938 1939 1940 

Jan. ...$27,676,337 $27,615,316 $36,260,650 
Feb. ... 26,472,626 29,303,520 34,410,250 
Mar. .. 29,030,968 30,682,168 29,788,800 
Apr. ... 25,616,112 27,061,522 26,657,190 
May ... 22917577 2Z70GU FOO  ..cccccss 
June ... 19,473,617 24,190,700 ......... 
July ... 20,434,688 22,468,304 ......... 
Aug. ... QBs e ZERO onc cece 
Sept. .: Saghe see SE GIF AIO oc cncsiee 
Oct. ... ZEFATGZA BAA nce svece 
Nov. .. 28,658,694 5 
Dee. ccc Ge roeet ZFS oi ccccces 
Total 12 

mos. $302,050,000 $313,498,840 $127,116,890 
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Commissioner Erickson to 


Address North Dakota 
Mutuals 


AN ADDRESS BY COMMISSIONER 0S- 
CAR E. ERICKSON OF NORTH DAKOTA 
will be one of the highlights of the 
Thirty-Second Annual Meeting of 
the North Dakota Farmers Mutual 
Insurance Association to be held at 
Devils Lake May 27-28. 

Following the call to order by pres- 
ident George Dickinson on the morn- 
ing of May 27 the delegates will be 
welcomed to Devils Lake by Mayor 
W. E. Hocking. The president’s an- 
nual address, various reports and an 
open discussion will conclude the 
morning session. 

Addresses by W. R. Overmire, 
manager, Insurance Division, Federal 
Land Bank, St. Paul, and Harry P. 
Cooper, secretary, National Associa- 
tion of Mutual Insurance Companies, 
Indianapolis, will open the afternoon 
session. Discussions of “Automobile 
Insurance” by I. J. Maurer, Farm- 
ers Mutual Automobile Insurance 
Company, Madison, Wisconsin, and 
the “R.E.A.” by Palmer Stadum, 
Baker Electric Cooperative, Inc., 
Baker, North Dakota, are also slated 
for presentation at this session. 

The Association’s annual banquet, 
which is to be held on the evening 
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of May 27, will have as its featured 
speaker Honorable C. W. Butz, Dis- 
trict Judge, Second Judicial District, 
State of North Dakota. 

The reports of various committees 
and the election of officers and direc- 
tors for the forthcoming year will 
conclude the meeting on May 28. 


Congressional Rate and 


Adjustment Investigation 


A RESOLUTION, WHICH WOULD ES- 
TABLISH A TEMPORARY COMMITTEE TO 
investigate certain fire and casualty 
insurance practices and recommend 
legislation with respect thereto, has 
been introduced in the House of Rep- 
resentatives of the United States Con- 
gress by Representative John M. 
Houston, of Kansas. 

The committee would be composed 
of three members of the House of 
Representatives and one representa- 
tive from each of the Department of 
Justice, the Department of the Treas- 
ury, and the Securities and Exchange 
Commission. The committee would 
have an appropriation of $50,000 and 
full powers to conduct the operations 
necessary to perform its duties as 
stated — “To make a full and com- 
plete study and investigation of fire 
insurance and casualty rates in the 
United States, with special reference 
to compromises heretofore made or 
law suits now pending; and to pro- 
cure from ali firms and individuals 
complete statements of all of their in- 
surance-adjustment actions; and to 
make recommendation to Congress 
with respect to legislation upon the 
foregoing subjects.” 

The resolution 
adopted. 


has not been 


Millers National to Move 
Into Larger Quarters 


THE MILLERS NATIONAL INSURANCE 
COMPANY OF CHICAGO AND ITS RE- 
cently acquired running mate the IIli- 
nois Fire Insurance Company have 
leased 20,000 square feet of space in 
the Board of Trade Building and will 
move into their new quarters about 
August 1. For the past 28 years the 
offices of the company have been 
located in the Insurance Exchange 
Building at 175 West Jackson Blvd. 

Remodeling of the new quarters, 
which will begin at once, include the 
installation of modern lighting and 
ventilating systems and acoustical 
ceilings, 
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Women Safer Drivers 


Than Men 


THOSE WHO CLING TO THE COM- 
MONLY EXPRESSED BELIEF THAT MEN 
are the safest drivers will have to 
seek cover as a result of a survey just 
completed by Dr. Harry E. DeSilva, 
Director of the Drivers Research Bu- 
reau of Yale University. The survey 
indicates conclusively that women are 
safer drivers than men. 

Full details of the survey have not 
as yet been published but Dr. De- 
Silva, appearing as guest lecturer 
before a recent session of the first 
annual training school for drivers 
license examiners of New York State, 
gave much pertinent information as 
to his findings. 

The study, he pointed out, covered 
three thousand drivers in Connecti- 
cut, the results of which had also 
been checked in two other widely 
separated states where the findings 
had been similar. He continued: 

“We found that while women drive 
about half the mileage of men, they 
have only one-third of the accidents. 
This shows that women are still 
safer drivers, and that they do not 
have fewer accidents merely because 
there are fewer women drivers. 

“Then we discovered that young 
drivers have more accidents per mile 
than older drivers. Motorists be- 
tween the ages of twenty and twenty- 
five have three times as many acci- 
dents as drivers in their forties, for 
example. 

“Drivers alone in their cars drove 
faster than drivers accompanied by 
passengers. Drivers with strangers 
or more distant relatives as passen- 
gers drove faster than when spouse, 
children or other close kin were in the 
car with them.” 


Michigan Mutual Appoints 
K. L. Wright 


WALTER E. OTTO, PRESIDENT OF THE 
MICHIGAN MUTUAL LIABILITY COM- 
pany, has announced the appoint- 
ment of K. L. Wright as advertising 
manager, effective as of May 1. 

Mr. Wright is familiar with the 
company’s advertising and sales prob- 
lems, having served with the C. E. 
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Rickerd Advertising Agency as con- 
tact man on the account for the past 
three years. 

Mr. Otto also announced that the 
company had recently established 
branch offices in Cleveland and Col- 
umbus, Ohio, and that special adver- 
tising and sales plans were under 
way in these territories. 

The Michigan Mutual’s general ad- 
vertising program is concentrated in 
areas in which the company operates. 
Newspapers, magazines, direct mail, 
radio and outdoor are used in pub- 
licizing its workmen’s compensation, 
automobile and other insurance lines. 

C. E. Rickerd Advertising Agency 
will continue to serve the account. 

ee @ @ 


Restricts Excess Line 


Accident Insurance 

SUPERINTENDENT OF INSURANCE 
JOHN A, LLOYD OF OHIO, IN A COM- 
munication directed to all surplus 
line brokers licensed in the State, 
contends that the placing of lines of 
insurance not specifically authorized 
by statute with unauthorized com- 
panies will not be permitted by the 
Department. The ruling follows in 
full: 

“It has come to the attention of this 
Division that surplus line brokers li- 
censed under Section 660, General Code, 
have been placing accident insurance in 
unauthorized companies. We call your 
attention to the fact that Section 660 
limits solicitation under such license to 
fire, lightning, tornado, explosion, auto- 
mobile or marine insurance on property 
in this state. 

“This Division cannot permit placing 
of lines of insurance not specifically au- 
thorized by statute with unauthorized 
companies. 


“We call your attention to the re- 
quirentents of Section 662, General Code, 
that the affidavits therein mentioned 
shall be filed with this Division before 
the licensee shall solicit or issue any 
insurance under such license.” 


1940 Auto Deaths Up 


Seven Percent 

THE TRAFFIC DEATH TOLL OF THE 
UNITED STATES FOR THE FIRST QUAR- 
ter of 1940 reached 7,200 according 
to statistics recently published by the 
National Safety Council. This is 450 
more than for the same period last 
year and represents a seven per cent 
increase, 

In March alone, the Council points 
out, 2,440 persons rode or walked to 
their deaths on the nation’s streets 
and highways—220 more than in 
March a year ago and an increase of 
11%. March was the sixth consecu- 
tive month with a higher traffic toll 





8—May, 1940 


than the corresponding month of the 
previous year. Almost 900 additional 
lives were lost during this period. 

Commenting on the rise in traffic 
deaths the Council states in part: 

“The increases in deaths during 
the early months of 1940 may be in- 
terpreted as especially serious if it is 
assumed that the unfavorable trend 
is to be carried over into the months 
of heavy vacation travel that lie just 
ahead. 

“On the other hand, because of 
the relative importance of the sum- 
mer months in the year’s death total, 
it is entirely possible that increased 
care by drivers and pedestrians and 
stepped up efforts of traffic authori- 
ties can quickly reverse the present 
upward trend. 

“Blame for the mounting toll must 
be shared about equally by city and 
country. 

“Despite the increase in deaths, the 
traffic toll on a mileage basis for the 
first few months of 1940 was one 
per cent below the same period last 
year. 

“Only twelve of the thirty-seven 
reporting states succeeded in reduc- 
ing deaths in March from the same 
month a year ago. Ona three month 
basis, only ten showed reductions and 
one had no change. 

“Delaware led in the three month 
reduction by cutting deaths in half. 
Vermont cut 18% and Arkansas 
16%.” 

e* @ ® 


Offers 16 Recommendations 
to New York State Fund 


BERNARD BOTEIN, ATTORNEY WHO 
HAS BEEN CARRYING ON FOR SOME 
time an investigation of the New 
York State Fund which writes work- 
men’s compensation insurance, has 
made sixteen recommendations de- 
signed to prevent perpetration of fu- 
ture frauds upon that agency of the 
state. 

In the course of his probe, now 
ended, Botein is understood to have 
found evidence of irregularities which 
are held to have cost the State Fund 
some $1,600,000 in workmen’s com- 
pensation premiums. 

The sixteen recommendations are: 

1. That the starting salary of fund 
auditors be increased to an amount com- 
mensurate with the responsibility and 
nature of their duties. 

2. That the civil service requirement 
that fund auditors possess one year’s 
previous payroll audit experience be 
rescinded, thereby enlarging the field 
from which competent personnel can be 
drawn. 

3. That adequate standards of account- 
ing proficiency and experience be re- 
quired for eligibility to take the civil 


JouRNAL OF AMERICAN INSURANCE 


service examination for payroll auditor 
in the fund. 

4. That every applicant for a position 
in the payroll audit department be thor- 
oughly investigated prior to appoint- 
ment. 

5. That a permanent investigation unit 
be established, which will be responsible 
directly to the executive director. 

6. That the audit checking and re- 
viewing duties of both the payroll audit 
and underwriting departments of the 
fund be enlarged in scope and raised in 
quality; and that salary levels of the 
personnel charged with the performance 
of these duties be increased commensu- 
rate with the additional responsibility. 

7. That a new system be introduced 
to coordinate the related functions and 
data of the payroll audit, underwriting, 
claims and inspection and safety service 
departments of the fund. 

8. That there be instituted an initial 
training and subsequent educational pro- 
gram for the personnel of the payroll 
audit department. 

9. That the payroll auditors and fund 
employees with related duties be terri- 
torially and otherwise rotated with great 
frequency. 

10. That the number of auditors in 
the up-State districts be increased. 

11. That the number of auditors as- 
signed to construction risks be greatly 
increased. 

12. That special safeguards be set up 
with respect to industrial groups show- 
ing a high proportion of dishonest prac- 
tices. 

13. That the management, wherever 
possible, recognize and reward merit 
within the personnel of the fund by pro- 
motion from the ranks. 

14. That the fund stimulate and enlist 
the cooperation of trade associations to 
the end that dishonest employers be ex- 
posed and disciplined. 

15. That the compensation insurance 
rating board, in making test audits, dis- 
continue its practice of giving advance 
notice to its constituent insurance car- 
riers, which in turn notify the policy- 
holders. 

16. That the superintendent of insur- 
ance initiate a thorough-going investi- 
gation into the practices of private in- 


surance companies with relation to 
compensation insurange. 
ee ee ® 


Contest for Liberty Mutual 
Traffic Safety Film Award 


“TO THE PRODUCER OF THE PRO- 
FESSIONAL ENTERTAINMENT FILM 
that serves best to encourage a safer 
use of the streets and highways” 
Liberty Mutual Insurance Company, 
Boston, has awarded each year since 
1937 the “David S. Beyer Memorial 
Award”, in memory of its late chief 
engineer. Cooperating in promoting 
interest in the award and in the se- 
lection of the winner are 14 national 
organizations, each having a practi- 
cal as well as humanitarian relation- 
ship to traffic safety problems 

The award has been won each 
year by a different producer and each 
time by a different type of treatment 


— in 1937 by Columbia Pictures for 
the feature “The Devil Is Driving”, 
in 1938 by “March of Time” for the 
news story “Man at the Wheel’, and 
in 1939 by Metro-Goldwyn-Mayer 
for the short subject “Drunk Driv- 
ing”. 

The program is underway for the 
1940 award, which will be presented 
in September. Liberty Mutual’s vice- 
president and consulting engineer, 
Stephen E. Whiting, has just  re- 
turned to Boston from the Pacific 
Coast where he interviewed produc- 
ers regarding the 1940 submissions. 

ee @ ® 

Casualty Actuarial Society 


Meets 

THE SPRING MEETING OF THE CAS- 
UALTY ACTUARIAL SOCIETY WAS HELD 
at the Hotel Biltmore in New York 
City on May 17. 

An interesting program including 
an address by President Francis S. 
Perryman on “Assets and Liabili- 
ties” and an informal discussion of 
“Automobile Rating Plans” enliv- 
enend the meeting. 

A paper was also presented by 
John A. Mills, secretary and actuary, 
Lumbermens Mutual Casualty Com- 
pany, Chicago, Ill., on “Effect of 
Daylight Saving Time on the Num- 
ber of Motor Vehicle Fatalities”. 

Secretary-treasurer Richard Fon- 
diller announced that the 1940 ex- 
aminations of the Society were held 
on May 15 and 16, and that anyone 
interested in having copies of the 
examination questions for Associate 
and Fellow could secure them by 
writing to his office at 90 John 
Street, New York City. 


a 3 a 
Association for Insurance 


Studies Founded in Cuba 


THE LEADING INSURANCE PRACTI- 
TIONERS AND THEORISTS OF CUBA 
last month founded an association 
and institute with the purpose of 
promoting the idea and knowledge of 
all branches of the science of insur- 
ance: (Economy, Law, Mathematics, 
Medicine, etc.) arranging investiga- 
tions, furthering instruction, opening 
a library, and keeping contact with 
similar institutions in other countries. 


Dr. Diego V. Tejera of Havana 
was elected president of the Associa- 
tion; Dr. Virgilio Ortega of Havana 
was named vice president; and Dr. 
Alfred Manes, Indiana University, 
was made honorary president. Dr. 
Manes, on leave from his University 
of Indiana post for a series of lec- 
tures in Cuba, has applied the main 
impetus in promoting the new 
foundation. 
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Newly elected officers of the U. S. Chamber of Commerce pictured at annual convention. Left to right (front): B. C. Heacock, 

Peoria, Ill., vice president; James S. Kemper, Chicago, Ill., new president of the Chamber; and James F. Owens, Oklahoma City, 

Okla., vice president. (Rear) W. C. Mullendore, Los Angeles, Cal., vice president; Robert V. Fleming, Washington, D. C., treasurer; 
and John W. O'Leary, Chicago, Ill., chairman of the Executive Committee. 


Insurance Major Topic at Annual Meeting 


of U. S. 


Aone greatly overshad- 


owed by discussions growing 

out of the problems raised by 
war abroad and the relations be- 
tween business and the Federal gov- 
ernment at home, insurance members 
and insurance matters played a larger 
part than ever before in the 28th an- 
nual meeting of the Chamber of 
Commerce of the United States held 
at Washington, D. C., April 29 
through May 2. 


Insurance highlights of the four- 
day session were: 

The election to the presidency of the 
United States Chamber of Commerce 
of James S. Kemper, Chicago, presi- 
dent of the Lumbermen’s Mutual 
Casualty Company and other impor- 
tant units in the fire and casualty 
insurance field, and prominent in 
business and insurance affairs for 
more than a quarter of a century. 


Chamber of Commerce 


Reelection as one of the two in- 
surance directors of the Chamber of 
Commerce of the United States of 
J. H. R. Timanus, Philadelphia, sec- 
retary of the Philadelphia Contribu- 
tionship for the Insurance of Houses 
from Loss by Fire—the oldest of 
America’s insurance carriers, which 
was founded in 1752 by Benjamin 
Franklin and his Philadelphia asso- 
ciates. 


The delivering of significant ad- 
dresses on insurance subjects by 
Louis H. Pink, Superintendent of 
Insurance of New York, George A. 
Bowles, Commissioner of Insurance 
of Virginia, and C. A. Gough, dep- 
uty insurance commissioner of New 
Jersey. 

The addresses of the three repre- 
sentatives of state insurance regula- 
tion were concerned largely with the 
details and the effectiveness of state 
regulation of insurance carriers, and 


served, to indicate that the speakers 
are convinced the state insurance de- 
partments are carrying out their as- 
signed functions as efficiently as is 
possible under practical conditions 
despite the conclusions which have 
been drawn in some quarters from 
the testimony in the insurance in- 
quiry carried on over the past year 
by the Temporary National Eco- 
nomic Committee at Washington. 
Superintendent Pink spoke upon 
“State Examinations of Insurance 
Companies,” Commissioner Bowles 
had as his subject “An Analysis of 
Insurance Accounting Practices,” 
and Deputy Commissioner Gough’s 
address was titled “What the An- 
nual Statements of Insurance Com- 
panies Show.” 


Nineteen directorates — ten of them 
geographical, and nine of them by 
business groups—were filled at the 
elections which were an important 
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feature of the meeting. Geographical 
directors elected were: District 1: 
Clifford S. Anderson, secretary and 
general counsel The Norton Com- 
pany, Worcester, Mass.; District 2: 
Albert W. Hawkes, president and 
board chairman Congoleum-Nairn 
Corporation, Kearny, N. J.; District 
3: Thomas C. Boushall, president 
Morris Plan Bank, Richmond, Va.; 
District 4: Fitzgerald Hall, presi- 
dent Nashville, Chattanooga, and St. 
Louis Railway, Nashville, Tenn.; 
District 5: James McEvoy, director 
of patent section General Motors 
Corporation, Detroit, Mich.; Dis- 
trict 6: Thomas S. Hammond, presi- 
dent Whiting Corporation, Harvey, 
Ill.; District 7: Thomas J. Strickler, 
vice-president and general manager 
Kansas City Gas Company, Kansas 
City, Mo.; District 8: F. A. Irish, 
president [irst National Bank and 
Trust Company, Fargo, N. D.; Dis- 
trict 9: .. Ward Bannister, of Ban- 
nister and Bannister, attorneys, Den- 
ver, Colo.; District 10: A. C. Mattei, 
president Honolulu Oil Corporation, 
San Francisco, Calif. 

Chosen to represent business and 
industrial groups on the Chamber’s 
directorate were : Agriculture : George 
A. Eastwood, president Armour and 
Company, Chicago, IIl.; Construction 
and Civic Development: William 
Fortune, Indianapolis, Ind.; Domes- 
tic Distribution: Carlyle Fraser, 
president Genuine Parts Company, 
Atlanta, Ga.; Finance: Charles F. 
Zimmerman, president First National 
Bank, Huntingdon, Pa.; Foreign 
Commerce: James W. Spangler, 
vice-president Seattle-First National 
Bank, Seattle, Wash.; Insurance: 
J. H. R. Timanus, secretary Phila- 
delphia Contributionship for the In- 
surance of Houses from Loss by 
Fire, Philadelphia, Pa.; Manufactu- 
ring: Otto A. Seyforth, president 
West Michigan Steel Foundry Com- 
pany, Muskegon, Mich.; National 
Resources Production: James F. 
Owens, president Oklahoma Gas and 
Electric Company, Oklahoma City, 
Okla.; Transportation and Commu- 
nication: G. D. Brooke, president 
Chesapeake and Ohio Railway Com- 
pany, Cleveland, Ohio. 

General officers chosen, in addi- 
tion to president James S. Kemper, 
were six divisional vice-presidents, 
a treasurer, and a chairman of the 
executive committee. Named as treas- 
urer was Robert V. Fleming, Wash- 
ington, D. C., president and board 
chairman of the Riggs National Bank. 
Chosen executive committee chair- 
man was John W. O'Leary, Chi- 
cago, Ill., board chairman of Arthur 
J. O’Leary and Son Company. 
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Divisional vice-presidents elected 
were: Northeast: Thomas H. McIn- 
nerney, New York, president Na- 
tional Dairy Products Corporation ; 
Southeast: Clem D. Johnston, Roan- 
oke, Va., president Roanoke Public 
Warehouse; North Central: B. C. 
Heacock, Peoria, Ill., president Cat- 
erpillar Tractor Company; North- 
west; I. N. Tate, St. Paul, Minn., 
vice-president Weyerhauser Sales 
Company; Southwest: James F. 
Owens, Oklahoma City, Okla., presi- 
dent Oklahoma Gas and Electric 
Company; West: W. C. Mullendore, 


Los Angeles, Cal., vice-president 
Southern California Edison Com- 
pany. 


Of considerable insurance interest 
were the presentations of awards in 
the city and rural health conserva- 
tion contests, and in the Inter-Cham- 
ber Fire Waste Contest. 


In the city health conservation 
competition is between cites of the 
same poplation range, and upon the 
basis of the effectiveness with which 
a community is meeting its health 
problems. First-place awards went 
to Baltimore, Md., Memphis, Tenn., 
New Haven, Conn., Hartford, Conn., 
Newton Mass., Greenwich, Conn., 
Plainfield, N. J., and Englewood, 
NN. J. 


In the rural health conservation 
contest competition is by geographi- 
cal areas. First-place awards in the 





James S. Kemper, president of Chica- 
go's Lumbermens Mutual Casualty Com- 
pany and allied insurance organizations 
who was elected unanimously to the presi- 
dency of the Chamber of Commerce of 
the United States at its annual meeting 
on May 2, conforms to, the general pattern 
of major mutual insurance executives in 
several important respects. His entire 
business life has been spent in that field 
and, despite his elevation to many posts 
of high honor in associations devoted to 
the general welfare of business and to 
civic and social betterment, he has never 
permitted himself to lose intimate contact 
with the public service activities which 
constitute so integral a part of mutual 
insurance. 


Born November 18, 1886, at Van Wert, 
Ohio, of a pioneer American family, Mr. 
Kemper entered the employ of the Cen- 
tral Manufacturers Mutual Insurance Com- 
pany there in 1905, became western man- 
ager at Chicago for the company in 1911, 
founded the Lumbermens Mutual Casu- 
alty Company there in 1912. Its steady 
growth has since made it one of the larg- 
est casualty insurance companies in the 
world. 

Chosen a director of the Chamber of 
Commerce of the United States in 1920, 
he held that post through 1928, and has 
served as one of the organization's vice- 
presidents since 1937. 











five divisions went to: Alger-School- 
craft Health Unit, Mich., Fayette 
County Health Unit, Ky., Lauder- 
dale County Health Unit, Miss., St. 
Mary’s Parish, La., and Wasco 
County Health Unit, Ore. No first 
award was made in the north central 
division. 

Competition in the Inter-Chamber 
Fire Waste contest is likewise be- 
tween cities in the same population 
range. The grand award, for the best 
record in all classes, went to Cin- 
cinnati, O., which topped the list of 
cities having populations between 
250,000 and 500,000. Other cities 
receiving first-place awards in their 
population brackets were: Milwau- 
kee, Wis., Hartford, Conn., Lake- 
wood, O., Parkersburg, W. Va., and 
Ridgewood, N. J. 


N addressing the Insurance Round 

Table Conference on the third 
day of the Chamber’s meeting In- 
surance Commissioner George A. 
3owles of Virginia confined himself 
largely to an analysis of the require- 
ments of insurance accounting sys- 
tems, inquiring into the types of in- 
formation which it is desirable to 
have in the accounting system, and the 
purposes for which such information 
is useful, 


“T think it may be safely said,” 
Commissioner Bowles stated, “that 
the insurance business itself is so fun- 
damentally different from all other 
businesses, and particularly mercan- 
tile businesses, that some funda- 
mental differences in accounting prac- 
tices between the two might reason- 
ably be expected, and that there are 
enough differences and variations 
within the insurance business itself 
to definitely militate against the use 
of completely uniform practice within 
the business, 


“The bulk of insurance business in 
this country is conducted by corpora- 
tions. Some of them are stock com- 
panies and, particularly in the field 
of life insurance, many of them are 
mutual companies where the business 
in a true sense is owned by the poli- 
cyholders. As has already been 
pointed out, an adequate accounting 
system must be such that it will en- 
able the management to keep the 
stockholders informed of the status 
and progress of the business at all 
times. In other words the directors, 
as representatives of the general body 
of stockholders, must know what is 
going on. In order to accomplish this 
purpose the management must at all 
times be intimately familiar with the 
operations and progress of the com- 
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pany. I feel safe in saying, knowing 
as I do how this business of insur- 
ance is run in this country, that any 
accounting system which meets the 
demands of the management will have 
no difficulty in meeting the demands 
of the directors and stockholders. 

“What about the customers in the 
insurance business, namely the poli- 
cyholders? They certainly are en- 
titled to complete information about a 
company’s condition and operations, 
yet it must be remembered that in 
such a complicated business there are 
very few policyholders who would 
have any use for a complicated, de- 
tailed, and technical financial report. 
Any such report designed for the 
direct use of policyholders must be 
condensed and simplified. I feel that 
much progress has been made during 
the recent past in the matter of fur- 
nishing simple and attractive finan- 
cial statements to policyholders. I 
have also noticed that in order to 
bring this about companies have not 
hesitated to follow somewhat differ- 
ent practices from those generally 
followed by the insurance business 
in making their more complicated 
financial reports. 

“But the policyholders’ interest in 
the business does not end there. For 
many years the insurance business 
has been recognized as so intimately 
bound up with the social and eco- 
nomic welfare of our people that suit- 
able provisions have beeri made 
through our governmental structure 
for the supervision and regulation of 
that business. In this country it is 
regulated through appropriate officers 
of the states. These officers, of which 
[ am proud to be one, are the true 
representatives not only of the hold- 
ers of insurance policies but of any 
of our people who may later become 
policyholders, or indeed who may in 
any way be affected by the insurance 
business. It takes no exhaustive re- 
search to enable one to see that this 
covers most of our population. 

“We who represent the people have 
not been too easily satisfied. No one 
who has taken the trouble to exam- 
ine the detailed and extensive finan- 
cial reports that are filed by insur- 
ance companies with the states today 
would be willing to say that the state 
supervisory authorities have ignored 
the details of the business and have 
been content with the broad super- 
ficial facts. More than any other 
group, with the possible exception of 
the insurance company managements 
themselves, the insurance commis- 
sioners have probably been respon- 
sible for the accounting practices and 
systems now in use, through their 
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control of the form and detail of the 
financial reports required by the 
states. 

“The business has grown in both 
size and complexity, and with this 
growth the demand of the insurance 
commissioners for more details and 
more information from the companies 
has also increased. Insurance com- 
pany accounting practices must per- 
force be geared to meet these de- 
mands. Perhaps in some instances 
we have gone too far, and perhaps in 
attempting to achieve uniformity in 
reporting and at the same time sat- 
isfy all our widely varying interests, 
we have helped to produce financial 
reports which are too voluminous 
and too complicated. I am not un- 
sympathetic with the executive who 
comes to me and says: ‘We should 
like very much to let you have the 
information you want, but in order 
to get it we would have to exten- 
sively revise our practice with conse- 
quent heavy expense, and we wonder 
if there may not be some other way 
of satisfying you and your fellow 
commissioners without incurring this 
additional expense’. I am not sure 
what the answer should be. It would 
depend upon the circumstances. But 
I do believe that we cannot expect 
the insurance companies to be in a 
position to satisfy all the whims and 
desires not only of those of us who 
act in a supervisory capacity, but of 
others having less well defined con- 
nections with the insurance business.” 


EPUTY Insurance Commis- 

sioner C. A. Gough of New 
Jersey took up in his address a num- 
ber of the criticisms which have been 
made of the scope and form of the 
annual statements which insurance 
carriers are required to furnish in- 
surance regulatory authorities in the 
several states, and again stressed the 
point that the primary purpose of 
such returns is to permit the insur- 
ance department to secure such 
knowledge as will permit their prac- 
tical regulation. 

“The primary purpose of such re- 
quired filings,” he declared, “is to 
place in the hands of the insurance 
commissioners an instrument con- 
taining information which will indi- 
cate to them if the companies are con- 
ducting their business in accordance 
with statutory requirements and if 
the financial condition of the com- 
panies is so maintained that they can 
meet their obligations as they fall 
due. In addition they place the in- 
surance commissioners in the posses- 
sion of such facts as will permit them 
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to discharge their supervisory duties 
intelligently. The fact that these 
statements must be filed as public 
documents develops a secondary pur- 
pose. This is the providing of infor- 
mation to the public which it is en- 
titled to have in connection with 
institutions having essentially a pub- 
lic interest. The fact that the infor- 
mation reported is made public is in 
itself a powerful impetus to good 
management. The statement forms 
are devised primarily to provide the 
particular information which insur- 
ance departments need in the carry- 
ing out of their duties. This purpose 
so far overshadows the others in im- 
portance that the changing of state- 
ment forms to a basis more attractive 
or convenient to the public to the 
detraction of the informative need of 
the departments for supervisory pur- 
poses would be unfortunate indeed. 

“There is no available financial 
statement with which I am acquainted 
which gives such voluminous details 
to the public with respect to transac- 
tions in securities and other assets of 
the corporation submitting it as the 


insurance company annual - state- 
ment. 
“From time to time criticisms of 


annual statement forms have been 
made by persons attempting to de- 
velop comparative figures with re- 
gard to the operations of various 
companies and who have been im- 
pressed by the lack of uniformity in 
the matter of the determination of 
the values of the assets and liabilities 
as reported by various companies. 
They have often been inclined to fix 
the responsibility for this lack of 
uniformity on the form of the annual 
statement blank, and imply that the 
blank should specify a basis of valua- 
tion for the various assets and lia- 
bilities. 

“It is pointed out by these persons 
that some companies carry their fore- 
closed real estate items on the basis 
of the amounts of the original mort- 
gages which were foreclosed; that 
others capitalize accrued interest, 
sometimes for a limited period and 
sometimes to the date of the fore- 
closures; that most companies capi- 
talize foreclosure expenses ; that some 
companies have appraisals of their 
real estate made frequently and pro- 
vide for the marking down of such 
real estate to the appraised values; 
and that other companies maintain 
the properties at a book value deter- 
mined in accordance with any of the 


above methods and show a con- 
tingency reserve as an offset to any 
actual or possible overvaluation. 


There is much merit to the idea of 
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uniformity in values but the criticism 
loses its value when it is applied to 
the annual statement blank. It is not 
the purpose of the annual statement 
blank to prescribe methods of valua- 
tion. When the blank shall have given 
the insurance commissioners and the 
public a reasonable description of 
the properties acquired, disposed_of, 
and owned, a statement of the meth- 
ods used by the companies in estab- 
lishing values on acquisition, values 
used with respect to properties owned, 
the revenue on such properties, and 
data of a similar nature, it will have 
accomplished its proper function. 

“Similarly, criticisms have been 
made from time to time that the an- 
nual statement forms do not require 
any adjustment in the values of mort- 
gages of taxes are delinquent on the 
properties or if interest is overdue. 
Restrictions in the laws of various 
states limit the amount which may be 
loaned on any particular property, 
and state laws in this regard are not 
uniform. It must be assumed, in the 
absence of evidence to the contrary, 
unless the mortgage is in default for 
any substantial period of time, that 
the value of the property is sufficient 
to cover delinquent interest and 
taxes. The methods of selection of 
original investments, the condition 
of individual properties and the pol- 
icy of the individual company with 
respect to administration must all 
be considered in the determination of 
the security of such overdue interest 
or of the mortgage itself. Only a 
study of individual properties can 
give all this information. The check- 
ing of the value of the underlying 
security is a matter of examination, 
not of annual statement forms.” 

“A description of annual state- 
ment blanks would be incomplete 
without a reference to the significance 
of the amount reported therein as 
surplus funds. After providing for all 
liabilities the residue of the assets 
which consists, in the case of stock 
companies of capital and surplus, and 
in the case of mutual companies of 
surplus, is a significant item. The 
laws of the various states establish 
standards as to the amount which 
must be maintained intact. It is a 
function of supervision to determine 
that such requirements are complied 
with. In administering such a re- 
quirement the commissioner may de- 
termine the values of assets and _ lia- 
bilities on whatever basis he consid- 
ers correct regardless of the values 
used by the company in its statement. 

“There are so many elements en- 
tering into the composition of capital 
and surplus that it is difficult to make 
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comparisons of companies by a mere 
review of balance sheets and expect 
to arrive at reliable conclusions as to 
which companies are the strongest. 
That this can be done is an unreason- 
able expectation. Assuming that a 
standardized method of valuation of 
assets is possible of achievement, uni- 
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formity would still not be secured. 


“The unearned premium reserve 
in a fire or casualty company is ef- 
fected by the level of premium rates, 
and premium rates vary by com- 
panies,” the speaker continued. “A 
consideration of this combination of 
facts leads essentially to a conclusion 
that a comparison of surplus funds 
only may be more misleading than 
enlightening. To those who regard 
this as a disadvantage I would offer 
the challenge of preparing, without 
violating law or the fundamental 
rights of our citizens, a statement 
blank wherein would be achieved ac- 
tual uniformity in the valuation of 
real estate, mortgage, stocks, bonds, 
policy reserve liabilities, unpaid 
claims and unpaid expenses, together 
with due reflection therein of the lev- 
els of premium rates and due reflec- 
tion of the characteristic underwrit- 
ing policies of the various companies 
which may develop comparatively 
large differences in characteristic loss 
ratios. Any person who can develop 
such a statement will have achieved a 
monument to himself, and will have 
solved practically all the supervisory 
problems that arise before insurance 
departments which involve financial 
questions and where the exercise of 
judgment is now so essential.” 


UPERINTENDENT of Insur- 

ance Louis H. Pink of New 
York, in taking for his topic ‘State 
Examinations of Insurance Com- 
panies”, took occasion to clear up 
some of the points concerning the 
effectiveness of state insurance regu- 
lation which were raised by inference 
in the recent Temporary National 
Economic Committee investigation of 
some aspects of life insurance. In 
doing so he sketched the history of 
insurance regulation in New York 
over the past century, and described 
briefly the functions of the New York 
Insurance Department of today. 


“To even indicate all of the things 
that are done in the examination 
would take the entire paper,” he as- 
serted. “Perhaps it will be sufficient to 
say that everything is checked to see 
if the law is complied with, beginning 
with the charter and by-laws and 
ending with the last action of the 
officers and the board of trustees. 
The purpose is to determine whether 
the companies are solvent and finan- 
cially able to carry out their con- 
tracts, and that the policyholder is 
treated fairly and equitably. The re- 
port not only goes into the financial 
condition of the company in detail 
but points out any violations of law 
or practice, any abuses, improper or 
dangerous acts or tendencies on the 
part of officers or directors. It rec- 
ommends any changes in method or 
procedure which the examiners think 
would be in the interest of the com- 
pany and of policyholders. 


“Tt would be a sad thing if the 
insurance business were dependent 
solely upon supervision for honesty 
and progress. Company management 
must always be in the lead. Assum- 
ing always greater powers and func- 
tions are the inter-company associa- 
tions which provide the machinery 
for self-regulation in the business. 
In these times when there is so great 
a trend toward centralization it is 
doubly important to encourage self- 
government in the industry and those 
things which make for common prog- 
ress and united effort. It-is not gen- 
erally realized that the organizations 
which have been perfected for carry- 
ing on the general work of the indus- 
try which cannot be done efficiently 
by the individual companies are also, 
in the main, subject to the careful 
scrutiny and supervision of the insur- 
ance departments. These organiza- 
tions are examined by us or by the 
supervising authorities of other states 
and their expenses and their conduct 
are checked.” 




















aS 

















PA IEA eI, rae oF 











Photo by Acme Newspictures, Inc. 


JouRNAL OF AMERICAN INSURANCE 








Not all of the properties in which banks have an interest can seek the 
protection of their strong—rooms. 


Banker Explains Interest In 


Customers 


N outline by a banker. of the 
types of insurance coverage in 
which it is essential that banks 

take an interest, and a practical dis- 
cussion of the reasons why this in- 
terest must be taken by the banker, 
proved one of the most interesting 
features of the annual meeting of 
the insurance section of the Ameri- 
can Management Association. The 
banker whose address treated the 
subject—which is more often  sur- 
veyed from the viewpoint of the in- 
surance company rather than from 
that of the financial institution—was 
K. C. Bell, vice-president and man- 
ager of the insurance department of 
the Chase National Bank of New 
York. 


“It is quite possible that relatively 
few of you are aware to any degree 
of the growing concern which banks, 
particularly commercial banks, are 
taking in the various phases of their 
customers’ insurance arrangements,” 
he pointed out. “This bank interest 
is not a case of unwarranted intru- 
sion into someone else’s affairs. Al- 
though evidence of this interest may 
be largely of recent origin, neverthe- 
less it is quite logical and well- 
tounded. The only really surprising 
feature of it is that heretofore this 


Insurance 


concern on the part of banks has been 
so limited, or even non-existent. Only 
past apathy can account for it. 


“Now by this reference to bank 
apathy I do not mean to imply that 
banks should intrude into each and 
every detail of their customers’ in- 
surance, least of all into the general 
planning and placing of it. Not so. 
Except for those relatively few in- 
stances where the banks themselves 
have a direct insurable interest in the 
business, they should have no voice 
whatsoever in the arrangement of the 
insurance coverage of their custom- 
ers. But the picture does change, and 
change materially, when bank finan- 
cing among other things comes into 
play and the bank advances the funds 
with which to consummate the busi- 
ness transaction out of which the 
customer is to enjoy a profit, the 
insurance broker his commission, and 
the underwriter a premium income. 
The bank then has a very substantial 
stake in the business venture, and 
that stake should be adequately pro- 
tected to the extent and for the du- 
ration of its existence. Often some 
modification or amplification of the 
customer’s insurance program must, 
and should, be made under such cir- 
cumstances.” 
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The speaker divided the banking 
relationships of the customer into 
three categories, for the purpose of 
determining the various degrees of 
interest which the bank may prop- 
erly take in his insurance arrange- 
ments—the depositor, or non-bor- 
rowing depository; the commercial 
borrower ; and the trust or fiduciary 
relationship. 

As far as non-borrowing deposi- 
tors are concerned the only insur- 
ance they carry which would interest 
the bank would be forgery, registered 
mail, and some type of transportation 
coverages in case the relationship 
should involve the movement of 
large values in securities. 

In the case of commercial bor- 
rowers the bank does not usually 
concern itself greatly about the in- 
surance coverage of those whose 
credit standing is such that security 
is not required for loans. The feel 
ing is that the borrower should pro- 
tect himself against loss from any of 
the ordinary perils., possibly includ- 
ing fidelity losses. But in the realm 
of loans which are secured by com- 
modities the protection by insurance 
of this security begins to become a 
real concern of the lending institu- 
tion. 

“Now, as the last phase of our 
discussion,” Mr. Bell continued, “‘let 
us take a brief look at the fiduciary or 
trust relationship of a bank as it 
affects its customers’ insurance. 
Probably these fiduciary relation- 
ships should be broken down into 
two major classes: First, those deal- 
ing with the personal trust, or estate 
or custody divisions of the bank, 
and second, the relationships involv- 
ing the corporate trust activities of 
the bank. 

“In. both divisions it is necessary 
to deal with problems affecting the 
ownership or maintenance of real es- 
tate. In connection with estate ac- 
tivities a bank is often confronted 
with the problems involved in the 
operation of going business concerns. 
* * * The basic factors to be con- 
tended with are those which every 
business has to face. We shall re- 
strict ourselves to one or two re- 
marks concerning the degree to which 
the bank itself is interested or in- 
volved in the insurance which the 
owner himself places on his prop- 
erty, or in the insurance which the 
bank in its fiduciary capacity must 
place on behalf of the owner, or of 
his estate and the beneficiaries 
thereof. 

“The courts these days hold banks 
and trust companies to strict ac- 
countability for the operation of trust 
properties. Accordingly, the bank 
must be aware of and must consider 
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carefully the various hazards to 
which bank controlled trust property 
is exposed, including the banks’ own 
responsibility in the event that no in- 
surance has been placed, or that the 
existing insurance is inadequate, or 
in case it should lapse. Where such 
accountability and responsibility are 
direct and unqualified, | am sure you 
will agree with me that banks are 
not only justified but obligated to be 
thoroughly informed concerning the 
insurance affecting their trust cus- 
tomers’ property, both real and per- 
sonal. 

“As a consequence of its many fi- 
duciary activities, including the op- 
eration of going business concerns, a 
bank comes in contact with many of 
the practical insurance problems of 
its commercial customers as well, 
and with them it is always eager to 
cooperate. 

ee @ @ 


66 N connection with trust proper- 

ties, one of the most important 
features of the insurance arrange- 
ments for banks is provision for au- 
tomatic coverage along various lines. 
In helping to solve that problem 
there is a crying need for a broader 
market for Errors and Omissions, or 
automatic, fire protection for banks 
throughout this country, under an 
underwriting schedule and with a 
premium base that are within rea- 
son. Some banks already have 
rather broad insurance of this sort, 
but not all of them. And many of 
these banks which are not properly 
protected are not aware that even a 
limited market for such indemnity 
does exist. This situation offers our 
fire underwriting companies a chal- 
lenge to provide our American banks 
with this very much needed protec- 
tion at a cost which they can afford 
to pay. Such underwriting may have 
to be, and doubtless will have to be, 
to some extent arranged on a good 
faith basis, but we hope that that 
condition will not prove a stumbling 
block. Without their having a full 
knowledge of the facts and of the de- 
gree of good faith exercised in that 
case by the insured, the fairly recent 
New Jersey Supreme Court decision 
in the case of City Mortgage Com- 
pany vs. St. Paul Fire and Marine 
Insurance Company (183 Atlantic 
460—November 9, 1935) has to 
many uninformed banks served to 
emphasize the ambiguity and the in- 
adequacy of the present standard 
forms of fire Errors and Omissions 
coverage. If a sizeable market is to 
be developed among our banks for 
this sort of insurance protection a 
better contract will have to be de- 
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vised by the underwriters. 

“T have mentioned fire insurance 
specifically. It stands to reason that 
in connection with the administra- 
tion of estates and the operation of 
properties in any fiduciary capacity a 
bank is likewise deeply concerned 
with other lines of insurance affect- 
ing such properties, such as work- 
men’s compensation, public liability 
coverage, simple explosion and boiler 
insurance, just to name a very in- 
complete list. In addition, direct, con- 
tingent, and hired car automobile 
liability insurance are another group 
of coverages essential to most banks 
in their operation of fiduciary prop- 
erties. 

“Some of these situations involve 
coverage for the bank’s own account. 
In other instances an adaptation is 
required of the customers’ insurance 
to protect all interested parties. For 
example, contractor’s and sub-con- 
tractor’s policies frequently come into 
play, whether dealing with bank 
owned or bank operated properties. 
A bank or trust institution cannot, 
or at least it should not, take chances 
with regard to its indemnity under 
the insurance which outside contrac- 
tors merely report that they carry. 
As far as the coverage goes, cer- 
tainly ‘seeing is believing.’ It may be 
that some insurance companies do 
not like to issue certificates for banks 
for contract jobs. But, if any of 
you do not, just imagine yourself in 
the bank’s position. What would you 
do then? Would you ask for evi- 
dence of coverage actually in force 
or would you not? 


“Turning for just a moment to 
the corporate trust end of the bank’s 
activities, the one phase of customers’ 
insurance which will probably sug- 
gest itself to all of you who have had 
occasion to interest yourselves in that 
field is the fire insurance in connec- 
tion with real properties pledged as 
collateral to the mortgagee, or trus- 
tee, in connection with a corporate 
indenture bond issue. I say fire in- 
surance, because so far that is about 
all that it has been customary for 
trustees or corporate mortgagees to 
require, and for the bond indentures 
to specify, as evidence of insurance 
of the physical collateral security un- 
derlying such loans. But personally 
I should not be surprised if in the 
years to come we should find provi- 
sions in indenture forms for other 
types of insurance as well for the 
safeguarding of the bondholder’s in- 
terest in the pledged properties, such 
insurance, for example, as Use and 
Occupancy coverage (by whatever 
name designated) or, where neces- 
sary, rental or leasehold coverage, 


and sprinkler leakage, windstorm, ex- 
plosion and possibly other types of 
insurance under circumstances which 
warrant them. Not that banks and 
trust companies are courting any 
such additional responsibility; it is 
merely that the trend of the times 
seems to throw added responsibility 
upon the corporate fiduciaries and, 
as a consequence of this, it may be- 
come necessary some time in the fu- 
ture for banks and trust institutions 
to require on behalf of the mortgage 
bondholders evidence of insurance 
protection beyond the mere fire in- 
surance generally called for in the 
past, for the safeguarding of the 
properties pledged by the borrowing 
customers. Any such supplemental 
insurance protection carried for the 
collateral properties serves not only 
to protect the loaning institution and 
the borrowing corporation’s bond- 
holders, but also helps to preserve 
the equity of the shareholders of the 
debtor corporation. 


rT) OST of you are quite conver- 
sant with the customary re- 
quirement of mortgagees for the af- 
fixing of the Standard Mortgagee 
Clause to the mortgagors’ policies of 
fire insurance, and possibly allied 
lines of coverage, placed with com- 
panies satisfactory to the mortgagee. 
It is scarcely necessary for me to 
mention here that the use and the 
interpretation of the Standard Mort- 
gagee Clause has been rather well ex- 
plored in the courts. Probably all 
of you are familiar with both the 
intent and phraseology of that clause. 
I shall not take up your time with 
any detailed recital of it here. Merely 
let me say that this mortgagee situ- 
ation is another instance of the 
proper adaptation of customers’ in- 
surance to a situation where, for busi- 
ness reasons, both the insurer and 
the insured are vitally interested in 
protecting the position of the bank 
as a fiduciary institution. As you are 
aware, in acting as mortgagee the 
bank—or for that matter any indi- 
vidual mortgagee—finds itself in a 
position where it cannot possibly 
keep an eye on the insured proper- 
ties nor control compliance by the 
named insured with the various pol- 
icy terms. Nevertheless, the lender’s 
interest must be protected without 
question and this Standard Mortga- 
gee Clause, which is in effect a sepa- 
rate and distinct contract between the 
insurance underwriters and the mort- 
gagee, makes such protection both 
possible and effective. 
“In New York State, now that 
the Coudert Bill has become law and 
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mortgagors are obligated to carry 
for the protection of the mortgagee 
insurance to the full insurable value 
of the property, there should be less 
misunderstanding between the bor- 


rower and the lender as to the 
amount of coverage called for. And 
since the value of the building deter- 
mines the amount of insurance that 
the mortgagee may require, the mort- 
gagee will not be penalized by the 
application of the policy co-insurance 
provision with which he must com- 
ply, particularly since the decision in 
the Savarese case was handed down 
(Savarese vs. Ohio Farmers Insur- 
ance Co., 260 N. Y. 45, July, 1932), 
in any curcumstances where the 
mortgage debt had been amortized 
down to an amount considerably be- 
low the current value of the mort- 
gaged property. 

“Behind all that I have said with 
regard to customers’ insurance af- 
fecting banks there is one primary 
thought in mind, and one purpose to 
be served, namely, loss prevention as 
well as loss indemnity, for both the 
banks and their customers. In its 
relationships with its many customers 
a bank is naturally interested in see- 
ing that when loss occurs and its 
funds as well as the customer’s are 
involved, the bank is properly in- 
demnified. But more than that; it is 
interested in preventing any loss if 
it can. Undoubtedly other business 
concerns are doing what banks more 
and more are doing these days, 
namely, studying their own insurance 
arrangements to see to what extent 
insurance protection can be adapted 
to loss prevention. The possibilities 
in that direction are surprising to one 
who has not previously given serious 
thought to the problem.” 


N conclusion Mr. Bell reiterated 

his opening statement that banks 
should not act as insurance counsel 
or advisers for their customers. “In 
certain states banks in small commu- 
nities are, by law, permitted to sell 
insurance as direct representatives 
of the underwriting companies. I 
am not discussing that situation, but 
rather the question of banks counsel- 
ing with their depositors and bor- 
rowers as to the nature and extent 
of the insurance these customers 
should carry and with whom it 
should be placed. Banks should be, 
and I believe they are, careful not 
to appropriate to themselves the role 
of technical insurance advisers. In 
fact they should not assume the re- 
sponsibility for doing so. But banks 
can, and I believe in many cases they 
do, form a useful source of informa- 
tion for their customers. Banks come 
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up against so many and varied busi- 
ness situations that their viewpoint 
on advisable insurance companies 
and contract forms is often of ad- 
vantage to their customers. In many 
small communities a business con- 
cern does not have direct and easy 
access to expert insurance advice for 
all potential lines of underwriting 
such as is available in our larger 
cities. Where can business concerns 
in these localities turn for guidance 
and for checking up on the recom- 
mendations made them by competing 
company representatives, if not to 
their banks? For one thing, infor- 
mation is frequently requested with 
regard to both the financial standing 
and the claim paying record of a 
company which is being considered 
by the bank’s customer, or which is 
soliciting his business. It is axioma- 
tic that no insurance policy is 
stronger than the company which is- 
sues it. But service also is vitally 
important. By the very nature of 
their business as credit organizations, 
banks are probably in a unique posi- 
tion with regard to appraising the 
relative merits of competing insur- 
ance companies. Banks should not 
direct the placing of insurance for 
others, but they can place at the dis- 
posal of their customers very much 
needed and dependable data with re- 
gard to insurance companies, when 
that information is requested of them. 


“T doubt that in this rather 
sketchy, if not superficial, outline of 
our subject I have added greatly to 
your understanding of a bank’s in- 
surance problems in dealing with its 
customers. All that I set out to do 
is to outline, and if necessary to 
justify, the interest which banks now 
take, and doubtless will continue to 
take, in their customers’ insurance 
arrangements under the many rami- 
fications of their banking relation- 
ships. In many instances the best 
possible application of commercial 
insurance to meet the needs of the 
insured requires the extension of 
this protection to include the bank- 
ing relationships of the insured. The 
strictly banking functions of deposit, 
discount (or loaning), and supple- 
mental collection service, do not 
properly include furnishing the in- 
surance protection for the banks’ cus- 
tomers commodities and plant struc- 
tures. Moreover, in all but distress 
situations, the period of a commercial 
bank’s financial interest in its cus- 
tomers’ affairs is temporary, even if 
recurrent. On the other hand, com- 
mercial concerns can readily adapt 
their own insurance coverage, us- 
ually without additional premium 
cost, to provide loss indemnity for 
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their banks under circumstances 
which require it, whether their re- 
lationship with their banks be that 
of depositor, borrower or fiduciary 
client. By so doing, the customer is 
not taking over any insurance bur- 
den properly belonging to the banks, 
who have their own expensive finan- 
cial risks to protect, but rather the 
customer is serving his own interests 
best by safeguarding his assets at all 
times, whether or not a bank is tem- 
porarily in the picture. The bank’s 
interest in his coverage enables him 
to accomplish just that. I trust that 
by the conclusion of this discussion 
you will be in agreement with me on 
that point. For I cannot help but 
feel that our banks are in a position 
to render their customers a special- 
ized, even if limited, service in con- 
nection with such customers’ insur- 
ance problems which in no way 
clashes with the good work insurance 
underwriters and producers are 
doing, but rather supplements their 
accomplishments. The banks can 
readily recognize, and do appreciate, 
a good insurance job done for either 
their customers or themselves, and 
banks are able at the same time to 
detect a poor job. There is much in 
common in the insurance problems 
of our banks and their customers.” 


Plan for Illinois Truckers 
To Be Perfected Shortly 


SUBSTANTIAL AGREEMENT IS INDI- 
CATED AS HAVING BEEN REACHED 
among the members of the commit- 
tee of insurance company representa- 
tives which has been confering re- 
garding the setting up of a plan for 
handling rejected risks under the re- 
quirements of the new Illinois com- 
pulsory truckers’ insurance laws. The 
statute, which became effective re- 
cently, requires that public liability 
insurance be carried by all Illinois 
truck operators. 

The expectation is that a plan for 
handling such risks on an assignment 
basis — one which will meet the ap- 
proval of the Illinois Insurance De- 
partment — will be drafted by the 
committee. 


The committee is understood to 
have taken into account all undesir- 
able risks, including drivers with 
whom the companies have had bad 
experience because of reckless or 
drunken driving or physical impair- 
ments. The racial factor, concerning 
which there has been some agitation, 
is regarded as a minor consideration. 

It is expected that the new plan 
will provide for assignment of re- 
jected risks to individual companies, 
rather than to a company pool. 
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American Management Association 
Highlights of Recent Meeting in Atlantic City 


ducted, as befitted a meeting 

under the auspieces of the 
American Management Association, 
was the insurance conference of that 
organization held in Atlantic City, 
New Jersey, on May 6 and 7. Con- 
tinuing an experiment of having dis- 
cussions more informal than formal 
the sessions attained an interest often 
lacking in the convention of the usual 
type. 


Be ascted, YNALLY well con- 


This result was achieved by be- 
ginning with a series of practical 
questions propounded not to the 
audience but to a group of well qual- 
ified authorities assigned as follows: 
Boiler and Machinery Insurance, 
Dale F. Reese, vice president, Hart- 
ford Steam Boiler Inspection & In- 
surance Company, Hartford, Con- 
necticut ; Bonding, John C. Brodsky, 
secretary, Fidelity & Casualty Com- 
pany of New York, New York City; 
Fire Insurance, Paul J. Kennedy, 
president, Paul J. Kennedy Agency, 
New York City; Liability and Com- 
pensation Insurance, G. T. Crisp, 
vice president, American Mutual Lia- 
bility Insurance Company, Boston, 
Massachusetts; Management, F. H. 
Deckman, insurance engineer, Col- 
umbia Engineering Corporation, Co- 
lumbus, Ohio; and Old Age and 
Survivors Insurance, John J. Cor- 
son, director, Bureau of Old Age 
and Survivors Insurance, Social Se- 
curity Board, Washington, D. C. 


With so excellent a faculty this 
insurance prototype of “Information 
Please” caught and held attention 
during the opening forenoon, the 
problems being stated with precision 
and not a little humor by Ralph H. 
Blanchard, Professor of Insurance 
at Columbia University, and vice 
president of the Insurance Division 
of the A. M. A., who had general 
charge of the entire conference. 


The question and answer program 
of the morning was continued over 
into the afternoon session but was 
then divided into four sections, Boiler 
and Machinery, Bonding, Fire In- 
surance, and Liability and Compen- 
sation Insurance. 


Of these meetings those devoted to 
fire insurance and liability and com- 
pensation matters were productive of 
the liveliest questioning. In the con- 
sideration of fire coverage problems 
a relatively new angle was developed 
in discussing the need of use and 
Occupancy insurance in relation to 


unemployment compensation taxes. 
Widespread interest was manifested 
in this subject. Insurance company 
speakers said that the needs could be 
taken care of if a demand developed 
but so far not much information had 
been assembled in this field. Other 
topics dwelt upon briefly were spe- 
cial hazards, foundation insurance, 
deferred production in relation to 
U & O, collapsing buildings, and in- 
surance on valuable papers. 


In the liability and compensation 
section, the most debated subject was 
all risk public liability, but somewhat 
surprisingly, a show of hands called 
for by Mr. Betterley, the chairman, 
resulted in an overwhelming majority 
for the exclusion of auto liability 
from such all-risk contracts. G. T. 
Crisp, vice president, American Mu- 
tual Liability, explained the reason 
for present day exclusions of special 
risks like elevators and automobiles. 
He pointed out that these were rela- 
tively new developments and so far 
it had been felt desirable to distin- 
guish between policyholders who 
have such risks and those who have 
not. The companies, he added, were 
willing to modify policies as fast as 
the public wants more comprehen- 
sive coverage, but he counselled the 
insureds to study consequent costs 
and possible complications before 
going too far in this territory. 


Various questions bearing on spe- 
cific circumstances were discussed, 
including products liability, unique 
accidents, sports and spectator lia- 
bility, subrogations, injuries to sales- 
men and concurrent, jurisdictions. 

Mr. Betterley added that when in- 
surance is taken out in foreign com- 
panies the buyer should make certain 
that claims are payable in the United 
States and that suits may be brought 
in this country. 


Mr. Crisp took occasion to com- 
mend the successful efforts toward 
standardization of the automobile 
policy, by cooperation of the Na- 
tional Bureau of Casualty & Surety 
Underwriters and the American Mu- 
tual Alliance. He also said that sim- 
ilar progress was to be hoped for in 
conferences being held concerning 
products liability. 

In the Bonding Section, the Chair- 
man and his advisers were kept busy 
with questions, many of them of the 
borderline variety—the most popular 
species being the disappearance of 
money under extraordinary condi- 


tions. Collection of accounts by sales- 
men stirred up a special interest. 


ee @ ® 

N odd note in the Boiler and 

Machinery discussions was the 
statement that modern equipments 
with many new devices have proved 
to be very hazardous as to explo- 
sions. There were many collateral 
questions concerning expense for ex- 
pediting repairs, the difference be- 
tween repairs and maintenance, and 
various classes of accidents. As in 
other sections the buyers manifested 
a great deal of interest in compre- 
hensive coverage. 

The annual dinner with Alvin E. 
Dodd, president of the A. M. A.,, 
presiding, was well attended. The 
address of the evening was by W. J. 
Graham, vice president, Equitable 
Life, New York, who spoke on the 
interesting topic ‘‘Management 
Thinking on Group Insurance.” 

Kenneth C. Bell’s address on “The 
Bank and Its Customers’ Insurance” 
will be found summarized in other 
columns of this issue. Mention of 
talks on self-insurance by J. W. 
Myers, Annuity and Benefit Depart- 
ment and Insurance, Standard Oil 
Company of New Jersey, New York, 
Otis Courtlandt, Director, Johnson 
& Higgins, New York, and T. Cush- 
man Foster, Special Risk Depart- 
ment, Hartford Accident & Indem- 
nity Company, Hartford, will follow 
next month. 

A highlight of. the conference was 
the discussion of the “Revision of 
the Standard Fire Insurance Policy” 
on Tuesday afternoon. The well put 
criticisms of Reginald Fleming, in- 
surance manager of the Common- 
wealth & Southern Corporation of 
New York were agreed with or an- 
swered in sprightly style by Chase 
M. Smith, secretary, National Re- 
tailers Mutual Insurance Company, 
Chicago. Clayton G. Gale of Cleve- 
land spoke from the agents’ and 
brokers’ standpoint, saying that he 
backed up the major conclusions of 
both the former speakers with sev- 
eral exceptions drawn from his ex- 
perience as a seller of insurance. In 
any case it was his conviction that 
companies generally intended to do 
and would do justice to the policy- 
holder despite difficulties in inter- 
preting technical wordings. Ex- 
cerpts from the speeches of Mr. 
Fleming and Mr. Smith will be found 
in subsequent pages. 

W. A. Sullivan of Kansas City, 
insurance manager of the Loose- 
Wiles Biscuit Company, was chosen 
vice president in charge of the As- 
sociation’s insurance division for the 
forthcoming year. 
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Expert technicians are responsible for much of the success of the 
Federal Bureau of Investigation in fighting crime. 


Sabotage and the 


FBI 


An Address 
By EDWARD A. TAMM 


ASSISTANT DIRECTOR FBI 
Delivered , before the City Fire Marshals’ 


Session of the 


National Fire 


Protection 


Association, Atlantic City, N. J., May 8, 
1940. 


opportunity of being with the 

City Fire Marshals of this coun- 
try this afternoon. I bring to you the 
personal greetings of Mr. Hoover, the 
Director of the Federal Bureau of 
Investigation. While the pressure 
of other commitments prevents his 
presence at this assembly, I hasten to 
assure you of his very great interest 
in your work and sincere desire to 
promote the fullest measure of co- 
operation between your organization 
and the Federal Bureau of Investi- 
gation. 


| AM particularly happy at the 


I want to discuss briefly with you 
certain phases and problems of the 
Bureau’s work with regard to es- 
pionage, and sabotage and I am sure 
you must agree that the time and 
place is particularly propitious in 
these days of international conflict, 
suspense, intrigue and “Trojan 
horse” warfare. It is absolutely im- 
perative that proper precautions be 
taken by all of us with regard to the 
national defense of our great coun- 
try. While the Federal Bureau of 
Investigation has been designated by 


presidential proclamation for a lead- 
ing role in the current national de- 
fense activities and precautions, it is, 
of course, imperative that assistance 
and cooperation be rendered by the 
citizenry of the country at large and 
particularly by law enforcement or- 
ganizations of various kinds. I, there- 
fore, address my remarks to you as 
fellow law enforcement officers who 
are without the slightest doubt des- 
tined to play a vital and highly im- 
portant role in connection with this 
nation’s welfare during the present 
international crisis. 


On September 6, 1939, immedi- 
ately following the outbreak of the 
present conflict on the European Con- 
tinent, the President of the United 
States issued the following procla- 
mation : 

“The Attorney General has been re- 
quested by me to instruct the Federal 
Bureau of Investigation of the Depart- 
ment of Justice, to take charge of in- 
vestigative Work in matters relating to 
espionage, sabotage and the violations of 
the neutrality regulations. 

“This task must be conducted in a 
comprehensive and effective manner on 
a national basis and all information must 
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be carefully sifted out and correlated in 
order to avoid confusion and irresponsi- 
bility. 

“To this end I request all police offi- 
cers, sheriffs and all other law enforce- 
ment officers in the United States to 
promptly turn over to the nearest repre- 
sentative of the Federal Bureau of In- 
vestigation any information obtained by 
them relating to espionage, counteres- 
pionage, sabotage, subversive activities 
and violations of the neutrality laws.” 

The above proclamation, of course, 
in effect centers in the Federal Bu- 
reau of Investigation the duty and 
responsibility of handling espionage, 
sabotage, and related matters vitally 
affecting the national defense. The 
FBI has received wonderful coopera- 
tion and assistance in these matters 
from the Naval Intelligence and the 
Military Intelligence. The FBI, to- 
gether with the Offices of Military 
and Naval Intelligence, has been en- 
gaged in investigating matters of this 
kind for a long number of years. Al- 
though of late, due to the increasing 
tenseness of the international situa- 
tion, which finally culminated in war 
last September, the number of es- 
pionage and sabotage complaints re- 
ceived for investigation by the FBI 
has increased to an alarming extent. 

It will be noted, for instance, that 
during the five-year period preceding 
1938, the FBI investigated an aver- 
age of 35 espionage cases per year. 
During the fiscal year 1938, 250 es- 
pionage cases were investigated, and 
at the end of the fiscal year of 1939, 
a total of 1,651 new cases were re- 
ceived for investigation. 

The above circumstances, together 
with the absolute necessity for ade- 
quate national defense measures, con- 
stitute in effect a challenge. This 
challenge is being met squarely and 
effectively in the only manner known 
to horiest and efficient law enforce- 
ment. 

During past years other challenges 
have been offered and met. There 
was a time not so long ago when a 
veritable kidnaping craze swept the 
entire nation; emblazoned headlines 
proclaimed to all and sundry that 
American law enforcement machinery 
had been tried and found wanting. 
Children were unsafe even within the 
confines of their homes. Alarmists 
insisted that law and order had en- 
tirely abdicated and that the na- 
tion was surrendering to crime and 
gangsterism. Dire forebodings on 
the part of the alarmists to the con- 
trary, the crime of kidnapping as an 
organized flourishing racket has been 
virtually banished from these shores. 
The same type of honest, fearless 
and quietly efficient investigative ac- 
tivity properly supported and assisted 
by whole-hearted cooperation from 
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law enforcement bodies generally and 
the citizenry and country at large, 
which spelled doom to the kidnap- 
per, will likewise write finis to the 
activities of foreign spies and sabo- 
teurs within the confines of this great 
Democracy. 
ee @ @ 


S I stated above, a challenge pre- 

sented by the current emergency 
has and is being met in the most ex- 
peditious and forceful manner pos- 
sible. Congress immediately upon 
the presidential proclamation, which I 
previously mentioned, approved an 
additional emergency appropriation 
which enabled Mr. Hoover, the Di- 
rector of the FBI, to employ 150 
additional special agents. Each of 
these special agents is a graduate of 
an accredited law school or an ex- 
pert accountant, who upon appoint- 
ment received a special course of 
highly intensified training at Wash- 
ington, D. C., for a period of months. 
Concentrated and highly specialized 
training in the methods of handling 
espionage, sabotage and related mat- 
ters has been furnished to hundreds 
of regularly qualified special agents 
of the FBI, since last September when 
war cast its shadow over the entire 
civilized world. At the present time 
the force of 150 men is devoting its 
full time to the handling of espion- 
age, sabotage and related matters of 
vital import to the nativial defense 
of this country. 

While it is true that the foreign 
spy and saboteur must in all instances 
be ferreted out in order that his dan- 
gerous activities may be terminated, 
there are certain other measures of a 
precautionary nature which can and 
necessarily must be undertaken. For 
instance, let us assume that a sabo- 
teur disaster occurs resulting in de- 
struction by explosion or fire of a 
large munitions manufacturing plant. 
It is, of course, imperative that im- 
mediate investigative efforts be ex- 
tended to determine the identity of 
the individuals responsible and ap- 
propriate prosecutive action there- 
after taken. Prompt detection and 
conviction of the offenders will un- 
doubtedly have a highly important 
and deterrent effect. However, this 
will not restore the plant and its fa- 
cilities, which were in all probability 
badly needed in connection with the 
National Rearmament Program. Ev- 
ery possible precaution must be un- 
dertaken by all of us, including the 
BI, the fire marshals, law enforce- 
ment organizations generally, as well 
as industry itself and the country at 
large, if proper safeguards are to be 
established to prevent destruction and 
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property loss on a tremendously large 
scale by spies and saboteurs. 
Consider for a moment a period in 
American history within the memory 
of most of us gathered here, compar- 
able in many respects to the period 
through which we are now passing. 
I have reference to the period from 
1914, until April, 1917. During that 
brief period an amazing record of 
destruction by ruthless sabotage 
agents was compiled in the United 
States. Staggering property losses 
running into untold millions, not to 
mention the attendant loss of human 
life, eloquently attest the dangers con- 
fronting this country when other 
major nations are playing for the 


highest stakes in the grim game 
of war. 
For instance, from January 1, 


1915, to March 1, of the same year, 
no fewer than 5 highly destructive 
and costly explosions and fires oc- 
curred among American industrial 
plants and on commercial vessels 
proceeding from American ports, all 
of which bore the unmistakable ear- 
marks of the foreign-inspired sabo- 
tage. This tempo of death and de- 
struction was steadily increased and 
no fewer than 9 destructive explo- 
sions and fires accounted for total or 
partial destruction of as many indus- 
trial plants in the single state of New 
Jersey alone during the period from 
March 1, 1915, to June 1, of the 
same year. 

During the month of July, 1915, 
at least 8 explosions and fires among 
industrial plants, all of a destructive 
nature, were strongly suspected of 
having resulted from the machina- 
tions of sabotage agents. This record 
of violence and destruction was con- 
tinued and reached its climax shortly 
before America’s emtry into the war 
with the gigantic explosions which 
resulted in complete destruction with 
staggering attendant property losses 
of the “Black Tom” and “Kingsland” 
terminals and assembly plants in New 
Jersey. 

The FBI, therefore, is at the pres- 
ent time not only expending every 
possible effort to apprehend foreign 
spies and saboteurs in order that they 
may be punished for past violations, 
but proper emphasis is also being 
placed upon adequate preventive and 
precautionary measures. 

The War and Navy Departments 
following the outbreak of war in Eu- 
rope requested the I’ BI to undertake 
a program of careful and detailed 
plant inspection and survey of indus- 
trial units engaged in the manufac- 
ture of supplies and materials for the 
War and Navy Departments. Al- 


though the allocated facilities lists of 
the War and Navy Departments 
enumerate several thousands of fac- 
tories, which are considered as poten- 
tial sources of major supplies and 
ordinance equipment for the Army 
and Navy in connection with the 
national emergency, the FBI is pres- 
ently confining its plant protection 
surveys to a group of several hun- 
dred factories, which are in the pri- 
ority category of the War and Navy 
Departments lists. These plant pro- 
tection surveys conducted by the FBI, 
are solely for the purpose of insur- 
ing that all adequate and proper pre- 
ventive methods against espionage 
and sabotage are being utilized by 
these plants and in order that the 
national defense may not be seriously 
endangered by the destruction of fa- 
cilities necessary to the Rearmament 
Program. 

The FBI takes no part whatever 
in the employer-employe relationship 
between the plant management and 
its personnel. The surveys do not 
touch upon matters involving per- 
sonnel problems, or other elements 
growing out of controversies between 
employer and employe. The surveys 
cover the entire physical property of 
the plants being surveyed and specific 
written recommendations are made 
to the plant management for changes 
and improvements in the plant pro- 
tective system. 

ee @ ® 

EFORE initiating the present 

comprehensive plant protection 
program, the Director of the FBI 
caused a careful and detailed study 
to be made of all material, scientific 
and otherwise, available with regard 
to this highly important and techni- 
cal subject. Monographs and other 
material reflecting the entire experi- 
ence of the War and Navy Depart- 
ments over a period of many years 
were carefully reviewed and studied, 
as were the plant protection manuals 
and systems utilized and recom- 
mended by the foremost industrial en- 
gineers of our times. In addition, rec- 
ommendations as to the technical as- 
pects of plant protection planning 
and engineering in specialized fields 
were obtained from the United States 
Bureau of Standards, from the major 
insurance companies, and from other 
specialists in these fields. 

Specially trained FBI officials then 
made detailed surveys of the protec- 
tive facilities of a representative num- 
ber of plants throughout the United 
States. Predicated upon the above 
studies and experience, the FBI pre- 
pared a manual of plant protection 

(Continued on page 25) 
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| A BUYER TALKS ABOUT 
REVISION OF THE NEW YORK 
FIRE POLICY 


Excerpts from an Address 
By REGINALD FLEMING 
INSURANCE MANAGER, 
COMMONWEALTH & SOUTHERN CORP. 
Delivered before the Insurance Meeting of the 
American Management Assn., Atlantic City, N. J., 
May 7, 1940. 


FTER first referring to the 
A efforts of the National Asso- 

ciation of Insurance Commis- 
sioners to arrive at a suggestion for 
the modernizing of the Standard Fire 
Policy, Mr. Freming took up a con- 
sideration of the new standard fire 
insurance policy for New York as 
embodied in Assembly Bill 889 re- 
cently before the Legislature of that 
state. It, he said, reflects changes 
which should be carefully considered 
and discussed. He continued: 


Now, what is a fire insurance pol- 
icy? Well, first of all there is a short 
first page in bold faced type which 
says that the insured is entitled to 
collect if he suffers a loss. And then 
the next two pages are covered with 
200 lines of smaller type which re- 
strict and modify and confuse and 
cause the insured to wonder just what 
he is covered against. But that isn’t 
all. To practically all policies a rider 
or riders are attached which contain 
as many or more words as the 200 
lines of small type and eliminate or 
change the restrictions and modifica- 
tions. The result is as confusing a 
mess as one could find and in my own 
case anyhow, the reading of a com- 
plex fire policy gives me a conviction 
(only temporarily, however) that 
these people in the insurance busi- 
ness must be the intellectual descend- 
ants of the argufiers of the middle 
ages who wrote profound essays to 
prove or disprove the number of an- 
gels able to dance on the head of a 
pin. For instance, in these 200 lines 
of type five conditions are given, the 
existence of which voids the policy, 
yet it is no trouble to get an endorse- 
ment which lets me violate four of 
these conditions without jeopardizing 
the insurance. Again, there is a recita- 
tion of seven conditions which free 
the insurance company from liability 
for loss, but each of these seven may 
be and generally are waived. Next, 
there is the chattel mortgage clause. 
That clause is an insult to the install- 
ment payment industry. You would 
think that along with the sole and 
unconditional ownership and similar 
clauses it would be universally elimi- 
nated by rider, but I am told that it 





is not. If this is true there must be 
many fire policies which are of no 
effect. 

Now, the first point of difference 
between the present standard policy 
and that proposed by Bill No. 889 is 
in the insuring clause. The present 
policy insures against fire, lightning, 
explosion, smudge and smoke dam- 
age. Loss by explosion originating 
within steam boilers, pipes, flywheels, 
engines and rotating machinery con- 
nected therewith and operated there- 
by, caused by internal pressure or 
centrifugal force is excluded unless 
fire ensues, in which event the in- 
surance covers only the fire dam- 
age. Smoke or smudge damage is 
covered only when due to a sudden, 
unusual and faulty operation of a sta- 
tionary heating furnace pertaining to 
the service of the building, but not 
when arising from stoves, fireplaces, 
or industrial apparatus. 

Numerous objections have been 
raised to this extension of coverage, 
but it seems to me that they are all 
more or less on a par with the charge 
of the coal people whom the news- 
papers reported state that granting 
smoke and smudge coverage in a fire 
policy would be unfair discrimination 
to the man with a coal furnace be- 
cause with that apparatus there is no 
such vice. To the public mind all of 
these happenings have the character- 
istics of fire and should properly be 
covered by a fire policy, and the 
courts have not been contrary minded. 
They have held, for instance, that 
where an explosion is not specifically 
an accepted risk that the loss is one 
of fire. Lightning coverage is not 
new. The smoke and smudge exten- 
sion is a logical development. One 
should note, however, the conditional 
adjectives applying to the smoke and 
smudge coverage. The damage must 
be due to a sudden, unusual and 
faulty operation of the heating fur- 
nace. Just how these words, “‘sud- 
den”, “unusual” and “faulty” will be 
interpreted remains to be seen. Also, 
I wonder why the coverage is lim- 
ited to heating furnaces pertaining 
to the service of a building. How 
about incinerators, or in a manufac- 
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turing plant suppose the furnace 
which causes the damage is not used 
for heating, or is used only partially 
for heating. Further, is it quite clear 
that in excluding explosion within the 
steam boilers it is not meant to ex- 
clude explosion originating within the 
combustion chamber? Another thing, 
just what about this exclusion of ex- 
plosion in pipes? In the first place, 
what is a pipe? Is the flue from the 
furnace to the chimney a pipe? Are 
hot air ducts pipes? If there is an 
explosion originating within any such 
apparatus it seems to me that the 
loss should be covered. Then there 
is the hot water heating apparatus so 
many of us use domestically and in- 
dustrially, either for part or all of the 
year. That type of equipment does 
not seem to come within the dic- 
tionary meaning of a heating fur- 
nace. It also has pipes for the ex- 
haustion of waste gases where an 
explosion might occur. Does the ex- 
plosion coverage extend to this equip- 
ment? Please note also that smoke 
and smudge loss from industrial ap- 
paratus is excluded. Industrial ap- 
paratus is a mighty indefinite term, 
susceptible to various interpretations. 


Y next comment is on a con- 

dition which is identical both 
in the old and new forms. It is that 
which extends the insurance for a 
period of five days to location not 
named in the policy to which it may 
be necessary to remove property for 
preservation from fire. I think that 
the five day period is too limiting. 
The extension could well be for a 
longer time. 

Now we come to the second page 
of the yew form. I mentioned before 
the insuring clauses of the present 
form are modified by 200 lines of con- 
ditions, limitations and explanations. 
The new form has only 189. 

The first change is in the section 
entitled, ‘Hazards Not Covered”, 
which in both forms begins on line 
12. Under the present form loss 
caused by riot is excluded, but there 
is no such exclusion in the new form. 
The change is a sensible one. As it is 
now, if three or more persons get 
boisterous and make audible threats 
against your property and then go 
out and set fire to it, that is a riot, 
and you don’t collect. But if these 
same persons forego audible threats 
and turbulence, then there is no riot 
and if your property is burned down 
your insurance is valid. 

This section is also changed in the 
new form by the elimination of the 
“Civil Authority” exclusion. Under 
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the present policy form if your house 
is destroyed by civil authority to pre- 
vent the spread of fire, insurance 
does not cover. It is true that in most 
jurisdictions you can have the cover- 
age for the asking, but under the 
proposed form the exclusion of dam- 
age by civil authority is modified 
specifically to take care of situations 
where the destruction is to prevent 
the spread of fire. Personally, it seems 
to me that the new form puts it in a 
negative manner. I would prefer to 
see the condition of coverage stated 
positively in the insuring clause. 

Next we come to those five condi- 
tions in the present policy which I 
mentioned earlier, and which void the 
policy. They are reduced to two in 
the present form. The insurance will 
be void only if there is a change in 
the interest, title or possession of 
the subject of insurance, excepting 
change of occupants without increase 
of hazard or if the policy is assigned 
before a loss. No longer is your in- 
surance voided by lack of uncondi- 
tional and sole ownership, if an in- 
sured building is on ground not 
owned in fee simple, or by the start- 
ing of foreclosure proceedings. I 
still don’t like the condition that the 
policy will be voided by an increase 
in the hazard. That will be men- 
tioned hereafter. 


The next change is in those seven 
conditions under which no liability 
for loss or damage attaches under the 
present policy unless specifically ex- 
cepted by the insurance company. In 
the present policy they run from 
line 32 through line 61. In the pro- 
posed form they are divided into two 
sections, and somewhat modified. 
Two of the seven only operate if the 
conditions which they are meant to 
meet contribute to the loss or dam- 
age, or to the amount of the loss or 
damage. They are first, an increase 
in the hazard within the control and 
knowledge of the insured, and sec- 
ond, while there is kept and used, or 
allowed on the premises gasoline, 
benzine, etc. The language of the first 
item is identical to the language of 
the present form. The language of 
the second is quite similar. Person- 
ally, I would not accept a policy un- 
less both of these conditions were 
eliminated by endorsement. As a mat- 
ter of fact, I don’t know what an in- 
crease in hazard is. Does it mean an 
increase according to the rating book? 
But how is the insured to know what 
is in the book, and furthermore, the 
classification of hazards changes from 
time to time. Then it is quite pos- 
sible that a process of manufacture 
might be changed during the course 
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of time by some simple thing that 
would increase the hazard. What 
happens then? Or again, if the prem- 
ises are not kept clean that is very 
definitely an increase in hazard. I 
suppose the reason for having the 
language is that the insurance com- 
panies don’t want to issue a policy 
insuring a dwelling and later on dur- 
ing the course of the policy period 
have the occupancy switched to that 
of a cleaning and dyeing establish- 
ment. But why can’t that be said in 
so many words and let the business 
man and manufacturer go about their 
business without having their insur- 
ance jeopardized by a clause the 
meaning of which they don’t realize. 
Anyhow, the insured premises are 
supposed to be rated periodically. 
They should disclose any increase in 
hazard and enable the insurance com- 
pany to collect the greater premium 
to which it is entitled. 


I said a moment ago that I would 
not take a policy in which either of 
these two provisions appear. Per- 
haps in saying that I am only kidding 
myself. If you read the proposed 
policy you will note that contrary to 
some of the other conditions (notably 
the ownership clause beginning on 
line 23, and the conditions beginning 
on line 41) nothing is said about the 
right of the insurance company to 
waive these conditions. As this is a 
statutory form it may be that the 
insurance company cannot waive 
them without express authority of 
the Legislature. This is something 
which the buyer of insurance should 
investigate carefully. The Legislature 
should grant the privilege of waiver, 
incorporating proper language if there 
is any question about the authority 
of the insurance company to do so. 


Of the other five provisions the one 
excluding liability for loss due to ex- 
plosion and lightning has been elimi- 
nated as those hazards are to be cov- 
ered under the new form. The re- 
maining four may be waived, so the 
policy states, and have been liberal- 
ized. If the new form becomes law, 
you will be permitted, without voiding 
your insurance, to have mechanics 
altering and repairing for sixty days 
instead of fifteen days. If you are a 
manufacturer you may cease opera- 
tions for up to thirty days instead of 
up to ten days, and to operate 24 
hours a day instead of only between 
5 a. m. and 10 p. m. You may per- 
mit your premises to be vacant for 
thirty days instead of ten days. You 
may also carry other insurance. Of 
course, all that these changes do is 
to give, by the printed conditions of 
the policy, privileges which could be 


obtained under the present policy 
form by endorsement. 

Now at least one of these condi- 
tions should be further changed. | 
think the repairs item should be made 
to read, “while mechanics are em- 
ployed in extraordinary alterations or 
repairs .. .” instead of the language 
“while mechanics are employed in 
extensive alterations and repairs. .. .” 
The change is the substitution of the 
word “extraordinary” for “‘exten- 
sive’. All of us have mechanics mak- 
ing repairs for extensive periods. In 
other words, they are on the job all 
year round. I don’t see what objec- 
tion there could be to this change, as 
from a practical standpoint the per- 
mission without time limit is granted 
anyhow, in fact, you can obtain per- 
mission to make any kind of repairs, 
extraordinary or otherwise. 

The next change is that the Fall 
of Building clause is eliminated in the 
proposed form. This clause, as you 
know, provides that if the building or 
any material part thereof falls as a 
result of fire, all insurance immedi- 
ately ceases. The standard policies 
of some states at the present time 
do not contain this clause, and in 
many jurisdictions even though it is 
in the policy it may be waived. There 
seems to be no good reason why it 
should not be eliminated in the pro- 
posed form. In fact, because of the 
inclusion of the explosion coverage 
it appears necessary to strike it out. 
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EXT, there is what appears to 

be a quite important change in 
the pro rata liability clause. Under 
the present policy the liability of the 
insurance company under its policy 
is limited to no greater proportion 
of loss than the amount of its insur- 
ance bears to the sum of all the poli- 
cies whether any one or all of the 
policies are valid or collectible or not. 
Under the proposed form it would 
seem that the pro rating is to be made 
only with regard to insurance cover- 
ing the loss, in other words, the 
valid insurance available. For in- 
stance, let us say the insured has five 
policies of $1,000 each. Under the 
present policy upon occurrence of 
loss each policy would be liable for 
only one-fifth of the loss. Should it 
be found that two of the policies are 
invalid the other three policies would 
nevertheless stand only one-fifth each, 
or a total of three-fifths, which the 
insured would collect. This would 
be true even though the three valid 
policies were each more than ample 
to reimburse him in full. The pro- 
posed form reads differently. The 
pro rating is on the basis of the whole 
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insurance covering the loss. The im- 
portant word appears to be “cover- 
ing”. I take it that it means that in 
the case of the foregoing example 
the three valid policies only would 
be considered in ascertaining the total 
insurance available, so that the in- 
sured would collect three-thirds of 
the loss. It is not clear, however, 
what would be the result in the event 
one or more of the fire insurance 
companies became insolvent after the 
occurrence of the loss. Would those 
insolvent policies be included in the 
total insurance in fixing the pro rata 
liability ? 

The next change comes in the ap- 
praisal clause, which in the present 
form begins on line 159 and in the 
proposed form on line 145. The dif- 
ference is that the old form fixes no 
time limit for the appointment of an 
appraiser by the insurance company. 
The new form states that if the in- 
surance company fails to appoint its 
appraiser within ten days after de- 
mand by the insured, it loses the 
right of appraisal. Just how impor- 
tant this change is, I don’t know, but 
it is a safeguard to the insured. I 
understand the objection to it is that 
as a practical matter it is not re- 
quired, but if that is so then there 
would seem to be no reason for not 
fixing the ten days requirement. 


The final change is in the subroga- 
tion clause. In the present form there 
is no provision for waiving that clause 
in whole or in part. In the new form, 
the insured is required to give subro- 
gation unless there is an agreement 
in writing on the policy to the con- 
trary. This would take care of the 
so-called railway subrogation waiver 
clause for side track agreements. Now 
the fact that the subrogation clause 
has been modified to recognize that 
subrogation may be waived brings 
up directly an interesting point. You 
will remember that a few minutes ago 
I mentioned, or rather questioned the 
ability of an insurance company to 
waive a statutory ‘clause in the ab- 
sence of specific permission. If it 
was considered necessary to give 
specific permission for the waiver of 
the subrogation clause, is it necessary 
to give the same permission by the 
language of the form for waiver of 
other conditions? That this is not 
an academic question may be seen 
by the numerous court decisions on 
the point. The majority opinion 
seems to be that the purpose of the 
statutory policy may not be changed 
by riders or endorsements inconsist- 
ent with it. 


Now there are two other thoughts 
which I would like to present, which 
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I think would be to the advantage of 
the insured, but which would not 
operate; to the disadvantage of the 
insurance companies. 

First, there is the matter of differ- 
ent riders on concurrent policies. 
When that condition obtains the ef- 
fect is either to void the coverage or 
reduce the amount to which the in- 
sured is entitled in the settlement of 
a loss. This should not be. The pol- 
icy is a confusing instrument, diff- 
cult for the layman to understand. 
The insured cannot be expected to 
appreciate the nice distinctions of 
language which might operate to his 
disadvantage. The insured goes to 
an insurance agent and buys a policy 
on his house. Perhaps he has another 
friend in the business to whom he 
wants to give some of his business, 
so he buys another policy, not realiz- 
ing that the two instruments may be 
and often are quite dissimilar in their 
provisions, and that he is going to 
have trouble when a loss occurs. Yet 
the fault is not really his. Perhaps he 
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took at face value the claims as to the 
professional stature of insurance com- 
pany representatives. So I suggest 
that wording be incorporated in the 
printed conditions of the policy to 
the effect that in the absence of fraud, 
conflicts in policies covering the same 
property shall be construed so as to 
give the insured the benefit of the 
most advantageous contract appli- 
cable to his entire insurance coverage. 
This may put the burden of proof of 
fraud on the insurance companies, 
but isn’t that were it belongs? 

My second comment is to question 
the result if the proposed standard 
policy is adopted. It will, I think, 
give the insured a better contract, but 
perhaps it does not go far enough. 
What we, as assureds, want is a pol- 
icy which will be without ambiguity, 
one so simple that it will clearly and 
unequivocally state just what is and 
what is not covered. This is an ideal 
which probably cannot be obtained, 
but I would be very hesitant in stat- 
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COMPANY MAN REPLIES CONCERNING 
NEW YORK FIRE POLICY REVISION 


An Address 
By CHASE M. SMITH 
SECRETARY, NATIONAL RETAILERS MUTUAL INS. CO. 
Delivered before the Insurance Meeting of the 


American Management Assn., Atlantic City, N. J., 
May 7, 1940. 


T is a pleasure to be able to listen 

to and participate in a discussion 
of the Standard Fire Insurance Pol- 
icy in a meeting composed predomi- 
nantly of buyers of insurance. For 
one thing, because the point of view 
of the buyer should be a dominant 
factor in any decision on the subject 
and, for another reason, because the 
facilities for securing organized and 
intelligent representation of the buyer 
are far too limited for the good of 
the fire insurance business. I, for one, 
welcome your criticism and sugges- 
tions, whether I think they are con- 
structive or not, critical or not, 
whether I agree with them or not, 
and I have no fear of the results of 
your judgment and consideration of 
this subject. 


Let me go back a little in the inter- 
est of providing a proper background. 
The revision of the Standard Fire In- 
surance Policy has a broader aspect 
than this New York bill because it is 
a national problem. The first Stand- 
ard Fire Insurance Policy was adopt- 
ed in Massachusetts in 1873. In 1886, 


over fifty years ago, New York 
adopted a Standard Fire Insurance 
Policy which we now call the “old 
New York form’. It was amended 
slightly: in 1913. In 1914 the Na- 
tional Convention of Insurance Com- 
missioners approved and _ recom- 
mended a new standard form and, 
effective January 1, 1918, New York 
adopted this amended form which 
is known as the “new New York 
form”. At the present time the Mas- 
sachusetts form is used in Massa- 
chusetts, Maine, New Hampshire, 
and Minnesota. The new New York 
form is used in seven states and five 
other states have prescribed forms 
practically the same as the new New 
York form. California and Iowa 
have distinctive standard forms. The 
old New York form is legally pre- 
scribed in sixteen states and it is in 
actual use in all states where there is 
no statutory prescription. Some of 
these figures are subject to some va- 
riation because of a certain vagueness 
in the legal situation. For instance, 
the old New York form was pre- 
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scribed by Nebraska and the statute 
found to be unconstitutional but the 
form is actually in use. Exactness, 
however, is not possible or necessary 
in this summary. 

The National Association of Insur- 
ance Commissioners has had a com- 
mittee working on this subject since 
1936 and the recommendations of 
the committee, which are substantially 
the same as those provided in the 
New York legislative proposal, were 
approved by the Insurance Commis- 
sioners with a divided vote. Since 
the action of the Commissioners is 
advisory, it remains to be seen 
whether or not the revision will be 
made effective in any state with the 
possible exception of New York. I 
mention New York as an exception 
because under Section 168 of the new 
Insurance Code of New York the In- 
surance Superintendent is authorized 
by statute to adopt as the New York 
Standard Policy modifications adopt- 
ed from time to time by the National 
Association of Insurance Commis- 
sioners. Presumably, the Superin- 
tendent either doubts the validity of 
this authority or he prefers to let the 
issue be decided by the Legislature 
with the idea that a decision of that 
type is necessary to completely satisfy 
conflicting views within and without 
the insurance business on many con- 
troversial points. 

So far as I know the first declared 
public position on this subject was 
an effort of my own when, in April, 
1936, before the action of the In- 
surance Commissioners, I was re- 
quested to present a paper to the 
Insurance Section of the American 
Bar Association and I selected as my 
subject “A Proposed Revision of the 
Standard Fire Insurance Policy”. 

My reasons for having selected that 
subject were these : 

(1) The ideal situation is absolute uni- 
formity in policy form throughout the 
country and if that ideal is not attain- 
able, then the maximum uniformity, and 
I thought an intelligent movement on 
the subject might result in uniformity in- 
finitely greater than that now prevailing. 

(2) The fire insurance policy used in 
most of the states is fifty years old, the 
most recent form is over twenty years 
old, and I did not believe the policy was 
adapted to modern business needs or 


to the purposes for which the fire policy 
was being used. 

(3) I believed that it could be improved 
from the standpoint not only of the 
buyer but of the insurance company; 
that if a broader and more attractive 
contract were offered it could be uni- 
versally adopted throughout the country. 

(4) I was mindful of the claim of in- 
surance companies that all honest losses 
are paid quickly and that technical de- 
fenses are only used against dishonest 
people; that there have been a multitude 
of legal decisions interpreting the policy 
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on the other hand I didn’t think that the 
insurance companies had won any fair 
proportion of their cases and that thus 
the maintenance of the status quo was 
not an asset of any real value. 


(5) The fire insurance income has 
shown a general decline for years due 
to the consistent improvement in build- 
ing construction and fire protection and 
due to competition and I believe that a 
broader form of policy would enable the 
fire insurance companies to sell more 
insurance, to cover a wider field, and 
recover their market. It seems to me 
self-evident that it is reasonable and 
sound public service for fire insurance 
companies to wish to sell a broader pol- 
icy for which they naturally get a better 
premium. This objective is beneficial to 
the policyholder in more ways than one 
but one objective is that the broader cov- 
erage can be handled with little addi- 
tional service expense and making auto- 
matic a broader coverage is certainly less 
expensive than when each extension of 
coverage beyond mere fire insurance is 
tailor made, therefore more likely to be 
inconsistent, discriminatory, and imper- 
fectly done. 


WAS the Chairman of a Mu- 

tual Insurance Committee which 
presented to the Insurance Commis- 
sioners a program for a comprehen- 
sive rewriting of the policy form from 
start to finish, suggesting a joint ef- 
fort comprising mutual and stock rep- 
resentatives and Insurance Commis- 
sioners to do the job. The opposition 
to change was strong. The Insurance 
Commissioners’ Committee, of which 
Superintendent Pink of New York 
was Chairman, did appoint two stock 
men and two mutual men to deliber- 
ate with their committee, but it was 
their opinion that it was not practical 
to try a comprehensive revision of the 
policy but rather that amendments in 
the direction of liberalization should 
be made to the present new New 
York Standard. 


In the first place I, believed that the 
fire insurance policy should be struc- 
turally broader; that it should be a 
schedule policy, on the first page a 
schedule of hazards with provision 
for inserting in the schedule an 
amount, rate, and premium for each 
of the various hazards. Thus by a 
glance at the face of the policy (as 
distinguished from the examination 
of a lot of endorsements and riders) 
an insured may know whether or 
not he has windstorm, extended cov- 
erage, business interruption, rental 
value, profits, strike and riot, or other 
forms, to the extent that these cover- 
ages are standardized in the form and 
if not included then identified by the 
word “None” for coverage, the pol- 
icyholder is reminded and even noti- 
fied of the dangers to which he is 
subject and for which he is not pro- 
tected. 


In general, I favor the adoption 
of the New York bill, believing it 
better than no change at all, but I 
still favor the original idea of a re- 
writing from start to finish with the 
objective of a nationally uniform, a 
much broader, and a completely mod- 
ern form of contract. 

Now, as a lawyer, I don’t agree 
with many things that Mr. Fleming 
says. It is human nature for any per- 
son to believe that the other fellow’s 
business is simple and that a large 
portion of the precautions and safe- 
guards that business throws around 
its operations are unnecessary and 
foolish. I suspect Mr. Fleming has 
the opinion that lawyers are unneces- 
sary warts on the nose of human so- 
ciety. He may have the feeling that 
the way to get a broad and satisfac- 
tory coverage is to eliminate provi- 
sions from a policy and make it short, 
sweet and simple, to throw out clauses 
which limit protection in order to 
broaden the coverage, but I must call 
your attention to the fact that con- 
troversy arises not out of the definite- 
ness and completeness of an insurance 
policy but out of its indefiniteness and 
incompleteness. The inability of the 
layman to understand the contract is 
in part attributable to the fact that a 
correct and exact use of the English 
language is necessary to express the 
intention of parties to a contract and, 
by the same token, precise language 
requires careful reading. 

I shall now discuss the New York 
revision and Mr. Fleming’s com- 
ments : 
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T must be apparent that the pol- 
icy is much broader if, instead of 

covering fire loss only, it is extended 
to include lightning and explosion, 
excluding boiler and machinery, and 
smudge and smoke. I think that it is 
necessary that smoke and smudge loss 
be limited in some such fashion as the 
words in the contract “sudden, un- 
usual, and faulty operation”. Other- 
wise the insurance companies merely 
become interior decorators because 
there is smudge and smoke damage 
every day in most every kitchen and 
there is smudge and smoke most every 
day in every city. The intention of 
the contract is to limit the payment to 
a catastrophe of some sort and an 
identifiable loss. Otherwise a condi- 
tion most unsatisfactory to company 
and policyholders will develop. The 
treatment of explosion in its initial 
stage is obviously difficult. 

My own view is that explosion loss 
should not be a mandatory coverage 
in a manufacturing risk although in 
other classes of risks it is feasible to 
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include it at blanket rates and I think 
it is desirable when we have a haz- 
ard for which the insurance price will 
be small but where a hazard is insured 
that can result in a serious loss to an 
individual policyholder. 

The removal of the conditions as to 
sole and unconditional ownership is 
important. I am not completely sat- 
isfied with them and I am not entirely 
sure that it is desirable to go as far as 
the New York form has gone. 

If the removal of restrictions of this 
sort is accomplished without raising 
the cost of insurance on account of 
including dishonest losses that could 
have been avoided if the insured had 
not taken advantage of his oppor- 
tunity to successfully get an insur- 
ance policy that would otherwise not 
have been issued, the change is desir- 
able; otherwise it is not. 

I think that a policy ought to be 
voided by an increase in the hazard 
and the interpretations of this provi- 
sion are such as to do justice in this 
situation. An insurance man can cite 
you cases where buildings leased for 
furniture stores have been turned into 
stills, and without this provision in 
the policy an owner would see to it 
that he had a new five-year policy just 
ahead of the time when he made a 
change in his operation. If the law 
gave the insurance company the right 
to make back collections of rates on 
all cases, whether fire has occurred or 
not, covering a reflection of the in- 
crease of hazards according to the rate 
schedules on file in the state, then the 
only objection I would have would be 
the fact that every day in the life of an 
underwriter he retires from a risk be- 
cause he declines to continue insur- 
ance under a change of hazard of 
which he has received notice or re- 
fuses to continue unless protective 
devices or engineering improvements 
are made that meet his requirements. 

In connection with Mr. Fleming’s 
comment on the new pro rata liabil- 
ity clause, he ends with a question as 
to what would happen if a company 
became insolvent after the occurrence 
of the loss. I think there is no doubt 
but what that would be the insur- 
ed’s loss and any apportionment 
would be based upon the situation 
that existed at the time the loss oc- 
curred and: not taking into account 
any development that might occur 
after the loss. 

ee @ @® 


S to Mr. Fleming’s comment that 

in the absence of fraud, conflicts 

in policies shall be construed to give 
the insured the benefit of the most 
advantageous contract, I may say that 
the conditions of insurance policies 
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have almost always been construed 
most favorably to the insured. Am- 
biguous language is resolved in favor 
of the insured although the equity of 
this is not completely apparent where 
the statute itself prescribes the con- 
tract. In other words, in contracts 
voluntarily entered into between in- 
surance companies and policyholders 
I concede the equity of the principle 
but where the Legislature prescribes 
the exact terms of the contract a court 
should interpret the language as it 
finds it with a benefit to neither party, 
and if vagueness is present it is the 
fault of the Legislature and not the 
fault of the insurance company. 

I agree with Mr. Fleming that the 
policy should be as simple and as 
clear and as unequivocal as is hu- 
manly possible. I agree with him that 
the new form will not result in the 
avoidance of disputes because there 
will be unreasonable policyholders, 
there will be unreasonable insurance 
companies, and there will in addition 
be many situations so intangible of 
analysis as to make the ascertain- 
ment of the exact loss a matter of 
constant compromise and dispute. No 
one has ever had a contract that was 
not susceptible to dispute. To illus- 
trate, I point out that the Fire Insur- 
ance Policy today says that it insures 
against direct loss by fire. That is 
clear and unequivocal and it is simple. 
But here we can’t avoid the point that 
cases frequently involve what we call 
the friendly and unfriendly fire prop- 
osition, and thus controversy has 
arisen with respect to conditions in 
the policy that are explicit. 

The old New York form says that 
the insurance company should pay a 
return premium when the policy is 
surrendered but the courts interpreted 
that as requiring the return premium 
to be paid when the notice was sent. 
The Supreme Court of the United 
States said that this interpretation 
by state courts was contrary to the 
clear meaning of the contract but 
nevertheless state courts are likely 
to continue that interpretation and 
perhaps even the Federal Court will 
be obliged to follow it under the doc- 
trine of the Supreme Court in the 
Erie v. Tompkins case, in which case 
Federal Courts become bound to fol- 
low in construing contracts the laws 
and decisions of the state where the 
contract was made. 

So I don’t go all the way with the 
layman in the belief that the fire in- 
surance contract can be too simple 
and that scarcity of words will elimi- 
nate controversy. I believe that the 
contrary is likely to be the case. In 
other words, if you are making a con- 
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tract of any kind about anything, if 
there is a sitt..tion where clear and 
explicit langu: xe can be used it, 
should be usec because in doing so 
controversies will be avoided. 
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R. FLEMING closes with an 

interesting suggestion that the 
standard form should be adopted by 
statute and that the statute should 
also prescribe the interpretation of 
the conditions. That is not legally 
impossible and it is not altogether 
impractical. We have plenty of stat- 
utes today which prescribe the ap- 
plication and interpretation of insur- 
ance policies and which read into 
policies conditions that are not printed 
in the policies. Here, however, we 
have a contest between the theory that 
the insured is not a lawyer and 
doesn’t have a statute at his elbow 
and, therefore, he is entitled to com- 
plete information as to what his con- 
tract is. If we have a long statute and 
a short policy, the insured may be 
ignorant of either his rights or his 
obligations. If we have the conditions 
of the contract printed in the policy 
he has before him the limitations of 
his policy. As buyers of insurance 
you are better qualified than I to say 
which of those would be most sat- 
isfactory. 

Another feature of opposition on 
the part of insurance companies arises 
out of the claim that losses have been 
unusually heavy lately and that this 
is no time to liberalize the contract. 
I don’t consider that a valid objec- 
tion. In fact I should think that the 
contrary would be the case because if 
rates ought to be adjusted to meet in- 
creased losses, the best time to do it 
is in connection with a liberalization 
of the contract. Anyway the objective 
here is to formulate a proper insur- 
ance contract and the question of 
the cost of the contract to the com- 
panies is to be determined by the 
rate schedule and-not upon the basis 
of whether or not business is profit- 
able or unprofitable at the moment. 

Now, having been an exponent of 
the need for a revision of the pres- 
ent form and a more comprehensive 
and sweeping one than that pro- 
posed in New York, you can see my 
reluctance at being on the defensive 
with respect to policy changes. You 
can also see my reluctance to quarrel 
with any expression of views from 
the buyers because we have had far 
too few of them for our own good 
and we have paid far too little atten- 
tion to those that we have had. 

And so I close by saying to you 
that nowhere can the buyer of fire 

(Continued on page 27) 
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N.F.P. A. CHARTS NEW FIELDS OF 
FIRE PREVENTION WORK 


the report that the organiza- 

tion’s membership is this year 
the largest in its history, but con- 
vinced that much remains to be done 
in controlling America’s fire losses, 
fire prevention experts from the 
four corners of the continent assem- 
bled at Atlantic City, N. J.,on May 7 
for the four days of conferences 
which constituted the forty-fourth 
annual meeting of the National Fire 
Protection Association. 


| erage satisfaction over 


When the sessions had ended the 
participants had chosen new officers 
for the coming year, heard the re- 
ports of numerous technical commit- 
tees charged with investigating spe- 
cial aspects of the fire loss problem, 
and laid down the lines on which the 
battle against fire will be fought dur- 
ing the next twelve months. Home 
fire protection, the encouragement of 
volunteer fire departments in other- 
wise unprotected areas, cooperation 
with engineering and architectural 
schools in making more complete fire 
protection information available to 
their students, and the possibilities 
of sabotage growing out of war con- 
ditions abroad proved the topics of 
greatest general interest. 

Alvah Small, Chicago, was elected 
president of the National Fire Pro- 
tection Association for the coming 


year. Two vice-presidents — David 
J. Price, Washington, and Richard 
E. Vernor, Chicago — were named, 


and Hovey T. Freeman, Providence, 
R. I., was chosen secretary-treasurer. 
live members were elected to the 
board of directors for three-year 
terms — H. T. Cartlidge, New York, 
W. J. Scott, Toronto; W. E. Malla- 
lieu, New York; H. L. Miner, Wil- 
mington, Del., and C. C. Johnson, 
New York. Leon A. Watson, New- 
ark, N. J, was chosen for a two-year 
term to fill a vacancy. Albert T. Bell, 
Atlantic City, is chairman of the 
board of directors. 

In his address as retiring president, 
S. D. McComb, New York, paid 
tribute to the efficiency with which 
the Association’s work has been di- 
rected during the past year by Percy 
M. Bugbee, who was chosen at last 
year’s meeting to succeed the veteran 
Franklin M. Wentworth as general 
manager. In commenting on the As- 
sociation’s history, McComb said: 

“Starting with a group of insurance 
inspectors desiring to consult to- 
gether to determine some good prac- 
tice standards and promote uniform- 


ity, it was but a short time before 
their work became generally recog- 
nized by practically all inspection 
and rating boards and_ bureaus 
throughout the country. Then many 
important industries with large high- 
valued plants became interested in 
these regulations to which they were 
being requested to adhere. Indus- 
tries’ interest has been continuous and 
increasing. Now they have repre- 
sentatives on not only all the techni- 
cal committees, but on the board of 
directors. Then public officials be- 
came interested — state fire marshals, 
city fire chiefs, building department 
officials and others charged with pre- 
vention and suppression of fire. The 
Association now has a Fire Marshals’ 
Section which is most active, and is 
achieving splendid results. The model 
arson law is an outstanding accom- 
plishment of this section. It is now 
the law in thirty-nine of our forty- 
eight states. 


“At present many fire chiefs are 
active members of the Association’s 
committees, contributing their valu- 
able practical knowledge to commit- 
tee recommendations. An _ entirely 
new feature in the annual meeting 
is the Volunteer Firemen’s Forum. 
For some years now the Association 
has endeavored to enlist the interest 
of the 13,000 volunteer firemen or- 
ganizations in the United States and 
Canada, a tremendous field for good 
fire prevention work and safety edu- 
cation and one not previously touched 
by any organization. Mr. Bugbee se- 
cured consent of the board of direc- 
tors to prepare and circulate to all 
of these volunteer organizations a 
magazine, ‘Volunteer Firemen’, con- 
taining items of value to them. The 
response was slow but steady and 
has eventually developed into this 
meeting. It is believed that this is 
but the beginning of greater coopera- 
tion between these thousands of in- 
terested men and this Association 
throughout the entire country.” 


In his annual report general man- 
ager Bugbee discussed some of the 
fundamentals of fire waste, empha- 
sized certain less familiar aspects of 
the work of the Association’s staff, 
and suggested some new courses of 
action. He pointed out that few if 
any of the deaths from fire are from 
mysterious causes, but come almost 
entirely from the breaking of well- 
established rules, such as careless 
handling of cigarettes and matches 


and the pouring of gasoline or kero- 
sene upon stove fires. He stated that 
during the past year greater coopera- 
tion has been obtained from editors, 
and from various types of organiza- 
tions, in bringing home to the public 
the fundamentals of fire prevention. 
One of the most interesting projects, 
which has not yet come to fruition, is 
the effort to have the Federal Gov- 
ernment print upon the revenue 
stamps which seal cigarette packages 
a warning against the careless dis- 
posal of matches and lighted cigar- 
ettes. & & «@ 

EEMINGLY of greatest public 

interest was the meeting of the 

Fire Marshals’ Section, which was 
ably presided over by W. J. Scott, 
fire marshal of the Province of On- 
tario. Among the subjects discussed 
were arson and sabotage. The work 
of the Federal Bureau of Investiga- 
tion of the United States Department 
of Justice in connection with arson 
and sabotage was the subject of an 
address by E. A. Tamm, assistant 
director of the F. B. I., which will 
be found elsewhere in this issue. 

The Volunteer Firemen’s Forum, 
being held for the first time, proved 
another highlight of the meeting. 
That a great opportunity for effective 
work exists in this field was indicated 
in the report of the Farm Fire Pro- 
tection Committee presented by chair- 
man David J. Price, of the United 
States Department of Agriculture. 
The inference which many observers 
drew from the report was the great 
increase in rural electrical installa- 
tions is resulting in an increasing 
rural fire hazard, in view of the fact 
that not sufficient provision is made 
for inspection of such installations, 
and that increasing volunteer fireman 
activity might be one of the means of 
meeting this threat. 


The report of the newly-formed 
committee on Fire Protection En- 
gineering Education was - presented 
by Walter R. MacCornack, dean of 
the School of Architecture of the 
Massachusetts Institute of Technol- 
ogy, and indicated that it is essential 
that architects receive a better under- 
standing of fire prevention and fire 
protection than is now being given 
them in most schools. It stated that 
a recent study showed that in 62 of 
107 technical schools and colleges 
surveyed “either no courses touched 
on fire protection and prevention, or 
it was so casual that the effectiveness 
is doubtful”. 


Among the reports of technical 
committees presented were those on 


(Continued on page 27) 
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Sabotage 


(Continued from page 18) 


which was submitted to the War and 
Navy Departments for suggestions 
and recommendations prior to final 
adoption by the FBI. 

Thereafter a series of specially con- 
ducted training schools were insti- 
tuted by the FBI, at the Bureau 
headquarters at Washington, D. C., 
to which FBI special agents through- 
out the country were brought for 
specialized and intensified training 
lasting for a period of several weeks. 

Of the hundreds of plants pres- 
ently upon the priority list to be sur- 
veyed in connection with the plant 
protection program more than 250 
have been completely and carefully 
surveyed to date and the entire pro- 
gram is being pursued as expedi- 
tiously as possible looking toward 
completion of the surveys at the 
earliest possible time. 

Many of us are probably too much 
inclined to consider sabotage as a 
vague indefinite sort of thing rarely 
encountered except in fiction. Noth- 
ing could be further from the truth. 
As an offensive military weapon sa- 
botage possesses tremendous possibili- 
ties and its potentialities are fully 
realized and appreciated by the mod- 
ern military and political strategists 
of warring and warlike nations. The 
term, it is true, had a humble origin 
according to current dictionaries. It 
was originally derived from the 
French word “sabot” for a type of 
wooden shoe worn by the peasant 
classes. According to tradition, prac- 
tices sometimes indulged in by the 
peasants, namely, destruction of the 
employers’ or landlords’ crops and 
property by means of trampling it 
underfoot with wooden sabots or 
shoes, gave birth to the term “sabo- 
tage” which today occupies such a 
significant and sinister place in the 
vocabularies of all civilized nations. 


It certainly behooves us in Amer- 
ican to take stock of the fact that 
wars are no longer fought solely by 
military and naval maneuvers. In 
modern wars sabotage forces and 
agents seek to cripple enemy nations 
from within. We in America have 
good reason to realize only too fully 
that sabotage efforts are not con- 
fined only to belligerent countries. 
Neutral nations, including our own, 
must constantly be on the alert to 
confront and combat the menace. 


The FBI knows only too well from 
trying experience that the saboteur 
utilizes many different methods and 
modus operandi. His aim, however, 
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is constantly directed at one goal — 
destruction of our vital material re- 
sources so as to render vulnerable 
the national defense. The possibili- 
ties in this connection are virtually 
unlimited, inasmuch as any method 
or device calculated to result in in- 
jury or destruction may be utilized 
with varying degrees of ingenuity. 
The primary factors most likely to 
determine the methods and devices 
to be utilized by the foreign saboteur 
are as follows: 

Availability of materials. 

Simplicity and convenience. 

Degree of safety offered saboteur 
with regard to avoiding eventual de- 
tection and punishment. 


Materials which are readily obtain- 
able with the least difficulty and cost 
will, of course, if practicable, be util- 
ized by saboteurs repeatedly. The 
well-known weapons of arson and de- 
struction by explosives are the most 
usual weapons employed by the pro- 
fessional saboteur because the wide- 
spread destruction calculated to re- 
sult from use of fire or explosives 
will be calculated to more effectually 
accomplish the desired purpose. It 
must be remembered that an explo- 
sion or fire is ordinarily calculated to 
destroy an entire plant, factory, ship 
or utility rather than one isolated 
machine or item of equipment. Arson 
is probably the most favored weapon 
of all. 


I know that you fire marshals fully 
appreciate the tremendous possibilities 
of destruction in connection with fire. 
I realize fully that in your daily en- 
deavors in this specialized and highly 
important field relating to arson in- 
vestigations and precautionary meas- 
ures with regard thereto, you have 
acquired experience with regard to 
criminals of a type whose counter- 
part does not exist — the individual 
who with deliberate cunning plans 
destruction by fire with no regard 
whatsoever for human life and prop- 
erty lost thereby. As I have stated, 
this is your field, your province, and 
one in which you are without doubt 
eminently qualified. I would like to 
observe, however, that the motives 
encountered in connection with or- 
dinary arson work, namely, avarice, 
revenge, concealment of other crimes, 
vanity, intimidation, trade rivalry, 
racketeering, extortion and _ pyro- 
mania, are indeed petty when we 
consider the impelling motive of the 
foreign saboteur. He plays for high 
stakes and may be expected to utilize 
every device known to science and 
human ingenuity to accomplish his 
purposes. The ordinary arsonist 
seeks to avoid detection in order to 
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escape punishment. The foreign sabo- 
teur will probably be as much, if not 
more influenced by the desire and 
necessity to avoid failure in perform- 
ing the mission assigned to him. The 
saboteur must always plan with in- 
finite care not only to insure the 
greatest possible chance of success 
in his efforts, but also to avoid en- 
trapment of his associates, superiors, 
and possible embarrassment to his 
government or the cause which he 
espouses in the event of detection. 
eo @ @ 

HE Federal Bureau of Investi- 

gation has determined from its 
experience in connection with arson 
utilized in sabotage cases, saboteurs 
almost invariably use the principle 
of delayed ignition rather than the 
use of direct or immediate ignition. 
The advantages with regard to the 
use of delayed ignition whereby the 
saboteur is permitted to be absent 
from the victimized premises at the 
time of ignition are too obvious to 
require comment. 

Incendiary and explosive time 
bombs ingenuously devised and con- 
structed from materials easily ob- 
tained and frequently not in them- 
selves considered dangerous are oiten 
employed by these agents of destruc- 
tion. The old incendiary “cigars” of 
World War fame are again attracting 
attention both in this country and 
abroad. These, as many of you 
doubtless know, consist of hollow 
links of lead pipe filled with certain 
chemicals, which ignite upon the 
functioning of ingenuously devised 
time devices causing intense flames 
and thereby igniting any combustible 
materials in the proximity thereof. 
The name which they bear resulted 
from the size and shape in which 
they usually appear. 

Similarly, incendiary time bombs 
disguised as ordinary large red or 
blue office pencils and crayons are 
again coming to the attention of law 
enforcement officials. An innocent- 
appearing fountain pen may be, in 
fact, a time bomb capable, if etfec- 
tively handled, of causing another 
“Black Tom” disaster. Deadly in- 
cendiary and explosive time bombs 
may, in modern times, assume many 
other innocent guises, such as wooden 
children’s toys, toy rubber balloons, 
ordinary paper-wrapped parcel pack- 
ages, lunch pails, thermos bottles, 
imitation coal bricks or lumps, lug- 
gage bags, lubricant cans or tins and 
many others. Instances have occurred 
in connection with which destructive 
and disastrous explosions and fires 
were caused by means of deliberately 
arranged leaks in gas mains and fa- 
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cilities. Disastrous fires have been 
caused on shipboard and elsewhere 
by ‘nweans of ordinary wooden pack- 
ing cases being surreptitiously soaked 
with certain chemicals so as to ignite 
when subsequently encountering fric- 
tion. As many of you doubtless know, 
spontaneous combustion may be de- 
liberately arranged by treating cer- 
tain materials, such as cotton or cot- 
ton waste with certain chemical sub- 
stances not necessarily hard to obtain. 
Instances have even been encountered 
in which ordinary clothing had been 
treated with chemicals for the pur- 
pose of causing subsequent spontane- 
ous combustion and resultant fire of 
a destructive nature. 


The professional saboteur will, like 
many professional arsonists with 
whom you have undoubtedly had ex- 
perience, invariably endeavor to cover 
his tracks by seeking to portray the 
destruction resulting from his handi- 
work as due to accidental or non- 
malicious causes. The saboteur, how- 
ever, is not ordinarily concerned with 
isolated dwellings, apartment houses, 
stores and mercantile establishments. 
He hunts for bigger game and must, 
therefore, use more ingenuous and ef- 
fective weapons. After all, one can- 
not leisurely soak the premises of a 
large modern manufacturing estab- 
lishment engaged in the manufacture 
of war materials with gasoline and 
then calmly fire these premises in the 
same manner that a professional ar- 
sonist might burn an isolated dwell- 
ing or neighborhood grocery in order 
to collect insurance. 


The saboteur must circumvent and 
nullify scientific, automatic, protec- 
tive devices and the mere fact that an 
automatic sprinkler system or auto- 
matic fire alarm fails to properly 
function in connection with a con- 
flagration constitutes a warning sig- 
nal to the trained investigator that 
the fire may have been of incendiary 
origin. Saboteurs employ many meth- 
ods in efforts to insure that the fire 
or explosion will succeed in total or 
partial destruction of the premises 
victimized. Fire hose or other equip- 
ment may be so damaged as to func- 
tion improperly. Fire extinguishers 
may prove completely ineffective by 
reason of certain foreign materials 
having been surreptitiously injected 
therein or mechanical damage inflicted 
thereon. Automatic sprinkler sys- 
tems, automatic alarms, pumping fa- 
cilities, fire hydrants, all may fail to 
properly function at the crucial mo- 
ment, due to prior machinations by a 
foreign saboteur seeking to strike at 
our national defense. 
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S you doubtless know, fires of 

incendiary origin are usually 
designed to destroy all evidence as 
to the cause of origin. The task of 
the investigator is never easy with 
regard to this type of crime. The 
Director of the Federal Bureau of 
Investigation, John Edgar Hoover, 
has for this very reason caused ex- 
haustive studies and research to be 
undertaken by the Technical Labora- 
tory of the FBI, in order that every 
device, facility and apparatus avail- 
able to modern science may be util- 
ized in this fight to combat the for- 
eign spy and saboteur. The sabotage 
agent frequently fails to realize that 
scientific analysis of the ashes may 
reveal definite traces of the chemicals 
and substances which composed the 
incendiary or explosive bomb used. 
Traces of paraffin scientifically de- 
veloped among burned ashes or 
among remnants of burned woodwork 
and metals, telltale colors assumed by 
ashes and burned substances when 
scientifically treated with certain dyes 
known to police science may well re- 
late significant clues and facts to the 
trained investigator. As the saboteur 
employs science and cunning to per- 
form his destructive ends, so must 
science and investigative ingenuity 
be utilized to combat his activities and 
thus furnish adequate protection to 
our national defense. 


Foreign sabotage and espionage 
groups possess powerful allies in 
their campaign directed against the 
national defense of our country. As 
fellow officers engaged in promoting 
law observance and safety, you do 
not need to be reminded, I am sure, 
that certain anti-American groups 
and organizations within our country 
ceaselessly labor to undermine and 
destroy our most cherished institu- 
tions and the government itself. Mas- 
querading as Americans these for- 
eign-inspired and foreign-subsidized 
termites cunningly seek to destroy 
those very institutions of our coun- 
try under whose protective benevo- 
lence they seek to hide and whose 
protection they so vociferously in- 
voke. 


In the United States there exists 
a powerful criminal army offering 
numerous and dangerous recruits to 
the foreign enemies seeking to carry 
out their campaign of sabotage and 
espionage. Consider for a moment 
these astounding facts. During 1939 
a Major crime occurred every 21 sec- 
onds in this country; a felonious 
homicide every 44 minutes ; a citizen 
was robbed every 9 minutes; a burg- 
lary occurred every 1%4 minutes; a 





larceny was committed every 36 sec- 
onds, and at least one automobile was 
stolen every 3 minutes. It has been 
estimated that 1,484,554 serious 
crimes were committed in the United 
States during 1939, representing an 
increase of 50,742 crimes or 3.5 per 
cent over 1938. The above estimates 
have been determined as the result 
of surveys made by the FBI based 
on a detailed study of crime reports 
listing criminal homicides, rapes, rob- 
beries, aggravated assaults, burg- 
laries, larcenies, and auto thefts re- 
ceived from law enforcement agen- 
cies throughout the United States. 


This condition presents a serious 
challenge to us all, particularly those 
of us engaged in the law enforce- 
ment profession. During the present 
world crisis we must, of course, exer- 
cise unceasing vigilance and be con- 
stantly on the alert. Information is 
being constantly received concerning 
destructive and disastrous campaigns 
of sabotage and espionage in certain 
foreign countries seeking desperately 
to maintain their neutrality and na- 
tional integrity. To assume that the 
United States is immune or is being 
overlooked is but to court disaster. 


Existing Federal Statutes being 
employed in connection with current 
sabotage activities penalize not only 
injury to or depredation against prop- 
erty owned by the United States or 
corporations in which the United 
States is a stockholder, but also prop- 
erty and materials being manufac- 
tured under contract for the War or 
Navy Departments. Due to the de- 
structive and bloody record compiled 
during our past national experience 
in connection with sabotage agents 
and their activities, Federal Statutes 
have been enacted penalizing injury 
to American commercial vessels and 
other vessels engaging in foreign com- 
merce from our ports, as well as the 
cargoes thereof. Similarly, Federal 
laws have been enacted penalizing 
injury by use of fire or explosives 
to articles and materials being ex- 
ported from the United States to 
foreign countries or the premises 
where such articles or materials may 
be located while constituting a part 
of foreign commerce. Similarly, sa- 
boteurs who seek to injure or destroy 
our Naval or Military reservations or 
fortifications and other implements 
of Military and Naval warfare de- 
signed for our national defense run 
afoul of the Federal laws. 


i ype FBI is presently conducting 
many extensive investigations 
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throughout the United States with 
regard to apparent violations of these 
Statutes, as well as in connection 
with many apparent violations of 
Federal Statutes penalizing espion- 
age with regard to confidential infor- 
mation and data affecting our na- 
tional defense. These investigations 
must be conducted in a very thor- 
ough and comprehensive manner, due 
consideration being always furnished 
the assumption that the particular 
spy or saboteur being investigated or 
trailed is only one cog or unit in 
connection with a widespread net- 
work of espionage and _ sabotage 
groups. It is imperative that each 
complaint and investigative lead, 
however isolated it might appear to 
the casual observer, be carefully cor- 
related and studied in connection with 
the information and data being con- 
stantly compiled and ferreted out by 
the FBI relating to illegal activities 
of sabotage and espionage agents and 
groups within the United States. 


It must be, of course, remembered 
that the Federal Bureau of Investi- 
gation will not under any circum- 
stances participate in socalled cam- 
paigns of “witch-hunting”. We must 
all exercise the greatest care and cau- 
tion to guard against injury to inno- 
cent persons, reported as suspects, 
whether by reason of malicious and 
vengeful motives, or otherwise. Every 
effort must be expended to discour- 
age the activities of irresponsible 
domestic “vigilante” groups, whether 
operating from motives of mistaken 
zeal, heat, pecuniary profit or other- 
wise. 

The responsibility in this connec- 
tion is truly a great one, demanding 
the services of only trained, experi- 
enced and skilled investigators, prop- 
erly directed and supervised, in order 
that adequate protection may be fur- 
nished our national defense and at 
the same time every precaution ex- 
ercised to avoid violating those civil 
liberties guaranteed to every person 
within the protection of our laws by 
the Constitution of the United States. 

The lone arsonist encountered by 
any one of you may well prove to be 
a vital clue or link in connection with 
the activities of some widespread sa- 
botage organization operating within 
this country. 

[ reiterate that the Federal Bu- 
reau of Investigation is most anxious 
to cooperate with you and your or- 
ganizations to the fullest extent and 
we of the FBI earnestly solicit your 
cooperation, which I know will prove 
of vital importance and assistance in 
connection with foreign-inspired sa- 
botage activities. Do not hesitate to 
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report information coming to your 
attention, believed to be of possible 
significance in connection with these 
matters so vital to our national de- 
fense. The Federal Bureau of In- 
vestigation is always as near to you 
as the nearest telephone. 
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boat basins and municipal marinas, 
motorcraft, fire prevention and clean- 
up campaigns, electrical field service, 
electrical law, signaling systems and 
thermostats, static electricity, city 
planning and zoning, protection of 
records, safety to life, trailers and 
trailer camps, truck transportation, 
municipal fire apparatus, flammable 
liquids, air conditioning, blower sys- 
tems, hydrants and pipe fittings, pub- 
lic water supplies for private fire pro- 
tection, automatic sprinklers, haz- 
ardous chemicals and_ explosives, 
gases, fireproofing and preservative 
treatments, and manufacturing haz- 
ards. 








Fleming Discusses 


Revision of Fire Policy 
(Continued from page 21) 

ing that the new form will result in 
the avoidance of disputes. In so say- 
ing I think I am on safe ground. The 
new policy is a development of the 
first standard policy adopted in New 
York in 1886, amended in 1913 and 
amended again in 1918. I think it 
also contains some of the provisions 
of the Massachusetts policy. Now 
during all of that time, that is, since 
1886, there has been considerable liti- 
gation so that there has been built up 
a vast library of State and Federal 
laws interpreting policy conditions. 
It is contended by the opponents of 
the new form that making changes 
now will result in great confusion 
and expensive litigation. They say 
that this judicial dicta, the growth 
of years, will be thrown into the dis- 
card. Perhaps that would not be a 
bad idea. Anyhow, I don’t think that 
the argument deserves the weight that 
its proponents give it. The printed 
conditions of the fire insurance poli- 
cies have been in litigation since 
1886, and the self-same points are 
still argued and probably will con- 
tinue to be. You can find the same 
point decided and re-decided in two, 
and for all I know, more than two 
different ways. And that continues. 

Now [ heard a suggestion by an in- 
surance attorney to cure this in- 
terminable dispute as to interpreta- 
tion, which was most interesting but 
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perhaps not practicable. Neither am 
I sure that it is desirable. He offered 
that a standard form should be adopt- 
ed by statute and the statute should 
also prescribe the interpretation of 
the conditions. Such an arrangement 
certainly would save litigation, but I 
suppose that as in the case of the 
controversy of lawyers vs. insurance 
adjusters, the lawyers would object 
to losing lucrative business, and 
would sue on the grounds that any 
such arrangement would constitute 
practice of law on the part of the 
legislators. 








Horton Heads Independent 


Insurance Adjusters 

THE QUESTION OF THE ADOPTION 
OF A REVISED QUESTION PROVED TO 
be the sole matter of major contro- 
versy engaging the fourth annual 
convention of the National Associa- 
tion of Independent Insurance Ad- 
justers, which closed its three-day 
session in Chicago on May 22. Action 
upon the constitutional changes, 
which involve a clarifying of the 
status of lawyer members of the Asso- 
ciation who also serve as adjusters, 
was put over until next year’s Dailas 
convention after they had been the 
subject of long discussion. 


Elected president for the coming 
year was L. A. Horton, Oklahoma 
City, Okla. James C. Greene, Raleigh, 
N. C., was named executive vice- 
president; Ross Whitney, Chicago, 
vice-president for fire lines; C. A. 
Moore, Sprinfiled, IIl., vice-president 
for casualty lines; and C. E. Dewitt, 
Dallas, Tex., vice-president for mis- 
cellaneous lines. 








Smith on New York 


Fire Policy Revision 
(Continued from page 23) 
insurance put his time and the time 
of the organizations which he sup- 
ports, to better advantage than to the 
stimulation of interest in this subject 
and the formulation of requirements 
which you believe fundamental and 
imperative, and to the appearance be- 
fore appropriate public bodies and 
officials to secure recognition of your 
views and their incorporation in the 
provisions of a policy which suits you 
and not us. I for one am perfectly 
willing to say that after we have 
stated the fallacies and shortcomings 
of your own suggestions, it is the 
buyer who should determine what he 
wants and the insurance companies 
will provide it because after all the 

bill for it will be paid by you. 
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STEADFAST 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


* 


No matter where located, from Atlantic to the 
Pacific, an office near your office 


Gale & Stone, Boston—Mutual Insurance Bureau, Philadelphia—Interstate Mutual Insurance 
Agency Co., Mansfield, Ohio, Pittsburgh, Penna.——Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha—Associated Mutuals, Inc., 
Atlanta, Ga—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—The Martin 


General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, Portland, Spokane. 




































































When friends tell you about the divi- 





dend savings received on their Fire 
and Automobile Insurance policies, you no doubt 
wonder what the actual cost of your own insurance 
would be with one of the large and strong Mutual 


organizations. 


For your convenience in figuring your dividend 
savings in dollars, we will gladly send you a Cost- 
Check Chart. This chart lists the dividends paid 
on all Property and Automobile Insurance you 
now buy . . . allows direct comparison with your 
present insurance expense .. . and makes it easy 


to figure your savings. 


Owners of better class properties and careful 





‘“T Saved Over $100 Last Year!’ 


automobile owners find it to their advantage to 
deal with FepERATED-HMC. Because risks are se- 
lected carefully, policyholders do not help pay 
for fire losses on hazardous property nor for acci- 
dents caused by irresponsible and.careless drivers. 
Fewer losses have meant greater safety and sub- 


stantial dividend savings to policyholders. 


A card addressed to our representative in your 
locality or to these Companies will bring you a 
Cost-Check Chart. 


FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire Insurance Company . ... . Stevens Point, Wis. 
Minnesota implement Mutual Fire Insurance Company... . . Owatonna, Minn. 


HARDWARE MUTUAL CASUALTY COMPANY 


Stevens Point, Wisconsin 
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How Does It Weather Bad Times? 


(The second of a series of advertisements on what constitutes a strong casualty company. ) 


The vast majority of casualty insurance company will find that its financial ability to weather bad 
times is a more important consideration than its 
ratio of surplus to premiums during good times. 
From 1930 to 1939, inclusive, Lumbermens grew 
consistently in size and strength, despite the bad 


times generally prevalent throughout the country. 


failures have occurred during bad times and most 
of these have involved companies which reported 
adequate surplus in relation to the volume of busi- 
ness they were transacting in good times. Con- 
sequently the buyer, when judging the security 
provided by an insurance company’s contracts, Here is how it weathered these times: 
Premium Income Assets 


1930 $13,650,070.76 $15,001,456.66 


Net Surplus 
$2,101,032.43 


1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 


14,307,235.84 
15,098,377.73 
16,004,197.85 
18,307,575.46 
20,343,475.15 
22,219,614.81 
26,566,765.96 
26,911,679.42 
27,458,306.73 


15,521,354.57 
16,031,781.14 
17,222,827.28 
19,545,750.11 
22,611,299.39 
26,630,204.39 
30,244,092.33 
34,171,977.53 
38,073,226.38 


2,220,062.08 
2,336,954.24 
2,385,666.10 
2,534,504.10 
3,082,433.03 
3,394,765.86 
4,102,229.25 
4,668,053.96 
5,262,440.31 





LUMBERMENS MUTUAL CASUALTY COMPANY 


JAMES S. KEMPER, PRESIDENT 


Mutual Insurance Building 


Chicago, U. S. A. 











